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FOREWORD 

By Hon. Peter W. Rodlno, Jr., Chairman 
Committee on the Judiciary 

On February 6, 1974, the House of Representatives adopted by 

a vote of 410-4 the following House Resolution 803; 

RESOLVED, That the Committee on the Judiciary acting as 
a whole or by any subcommittee thereof appointed by the 
Chairman for the purposes hereof and In accordance with 
the Rules of the Committee, Is authorized and directed 
to Investigate fully and coiq>letely whether sufficient 
grounds exist for the House of Representatives to exercise 
Its constitutional power to impeach Richard M. Nixon, 
President of the United States of America. The committee 
shall report to the House of Representatives such resolu- 
tions, articles of Impeachment, or other recommendations 
as it deems proper. 

On May 9, 1974, as Chairman of the Committee on the Judiciary, 

I convened the Committee for hearings to review the results of the 

Iiq>eachment Inquiry staff's investigation. The hearings were convened 

pursuant to the Committee's Impeachment Inquiry Procedures adopted on 

Hay 2, 1974. 
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These Procedures provided that President Nixon should be 

afforded the opportunity to have his counsel present throughout the 

hearings and to receive a copy of the statement of Information and 

related documents and other evidentiary material at the time that 

those materials are furnished to the members. 

Mr. James D. St. Clalr, Special Counsel to the President, 

was present throughout the Initial presentation by the Impeachment 

Inquiry staff.  Following the completion of the Initial presentation, 

the Committee resolved. In accordance with Its Procedures, to Invite 

the President's counsel to respond In writing to the Committee's Ini- 

tial evidentiary presentation.  The Committee decided that the 

President's response should be In the manner of the Inquiry staff's 

Initial presentation before the Committee, In accordance with Rule A 

of the Coimnlttee's Impeachment Inquiry Procedures, and should consist 

of Information and evidentiary material, other than the testimony of 

witnesses, believed by the President's counsel to be pertinent to the 

Inquiry.  Counsel for the President was likewise afforded the oppor- 

tunity to supplement Its written response with an.oral presentation 

to the Committee. 
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President Nixon's response was presented to the Committee 

on June 27 and June 28. 

One notebook was furnished to the members of the Committee 

relating to the Department of Justice - ITT litigation.  In this 

notebook a statement of Information relating to a particular phase 

of the Investigation was immediately followed by supporting evi- 

dentiary material which Included copies of documents and testimony 

(much already on the public record) and transcripts of Presidential 

conversations. 

The Committee on the Judiciary Is working to follow faithfully 

Its mandate to investigate fully and completely "whether or not suf- 

ficient grounds exist" to recommend that the House exercise its con- 

stitutional power of Impeachment. 

Consistent with this mandate, the Committee voted to make 

public the President's response In the same form and manner as the 

Inquiry staff's Initial presentation. 

^s:^6J0^ 
July, 1974 
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INTRODUCTQRY NOTE 

The material contained In this volume Is presented In two sec- 

tions.  Section 1 contains a statement of Information footnoted with 

citations to evidentiary material.  Section 2 contains the same state- 

ment of Information followed by the supporting material. 

Each page of supporting evidence Is labeled with the footnote 

number and a description of the document or the name of the witness 

testifying.  Copies of entire pages of documents and testimony are 

Included, with brackets around the portions pertaining to the state- 

ment of Information. 

In the citation of sources, "SSC" has been used as an abbrevi- 

ation for the Senate Select Committee on Presidential Campaign Activities. 
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1. In December,   1968,   Ridhard W.  McLaren was interviewed 
.« 

for the position of Assistant Attorney General,  Antitrust Division, 

Department of Justice,  by John N.  Mitchell and Richard G    Kleindienst. 

As a condition to his acceptance of thikt position,  Mr.  McLaren " 

insisted that antitrust enforcement decisions would be based solely 

on the merits of any given situation. .       - 

Page 
la        Richard W.  McLaren testimony,   2 KCH 116-117.. .     22 

lb       Richard G.  Kleindienst testimony.   3 KCH 1725....     24 
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memorandum nllogcdlv written by Mrs. Dita Beard. Mr. Hume 
asked whctl\er the subject of thftt ineiiiorandum hfid entered into my ' 
conversations^ with the Justice Dcimrtment. I fljitly denied tliat 
enj'thin^ having to do with the Slicraton commitment lind ever been 
discussed by me with Mr. Kleindicust or anj- other representative of 
Justice. 

Let mo say now tliat I do not know Mrs. Beard and, in fact, had 
never heardher name before talking with Mr. Hume. !Nfoix-over, I 
never knew of an ITT commitment of tlie San Diego Convention 
Bureau until Decen\bcr 1971, when I read about it in the public press. 
Tliis was G nionlhs «fter the antitrust settlemeut had been reached. 

• Therefore, it was Uterully iuipossible for me to have participated in 
onv conversation regardmg the commitment. 

The settlement requii-es, so far as I know, the largest divestment in 
the history of worW enterprise comprising companies ^vith sales ap- 
proximating $1 billion in assets. Even apart from forced sale, I can 
think of no case in which a single owner voluntarily parted with values 
of this magnitude. As a director of the conipaii}-, I considered this au 
e-xtreraely harsh settlement, arrived at after protracted and difficult 
negotiations between representatives of Justice and ITT. 

If I may, ,«iu*, for the record, I would like to place the dates of my 
meetings vrith Mr. Kleindienst. 

The first one took place on April 20, 1071, where I gave oralh' soute 
of the policy considerations we thought relevant. Air. Klcindifnst 
stated that since the Attomej- General had disqualified himself, the 
ultimate decision with respect to any litigation would necessarily 
be his. He said too he would make that decision based on Mr. Mc- 
Laren's Antitrust Dixnsion recommendations, and told me any 
presentation should bo made to Mr. \IcLaren and the Antitrust 
Division. 

The next meeting took place on April 29. • 
This was followed by the meeting of May 10. 
The next meeting was Juno 29. 
The last meeting was July 15. 
Thank you, Mr. Chairman. 
The CH.\IRMAN. Judge McLaren, you say you were solely responsible 

for tliis settlement, M^iih your staff? 
Mr. MCLAREX. I'm sorry. I couldn't hear the last sentence. 
Tho CHAIKMAN. Did I understand you to say that you were, you 

and your staff were s«jlely responsible for this settlement? 
Mr. MCLAHEX. That is my testimony, yes, sir. 
The CHAIRMAN. NOW, did you know anjfihing about a 8400,000 

contribution from ITT to the city of San Diego? 
Mr. MCLAREN. Absolutely not. I knew nothing about any of this 

whole business, or even that the convention was going thcio until I 
read about it in the newspapers where someone tried to make a 
connection between an alleged payment ond the settlement of tho 
case. 

The CHAIRMAN. NOW, did Mr. Kleindienst, Mr. Milchell, or anyone 
else attempt to influence your decision in this settlement? 
[Mr. MCLAREN. The direct answer to your cnicstion is "No, they did 

not." I would Hkc to add this: when I was lii-st interviewed by Mr. 
\iitchell and Mx*. Kleindienst in the Pieirc Hotel in December of 190S 
with regard to coming down here, I had an understanding vith them 

(22) 
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when lh<^y ofTciCvl iiic the job. I made three cunditiotis: that wo woulil^ 
h:uc iv vigorous aiiUtrust projcram; that wo would follow mv beliefs 
wiih regard to what tho Stiprciue Court cases said on ••ouglonicrato 
ineriors, nad Ihc roalructunn"; of the industry that I thought was 
coming about iu an almost idiotic way; and third, that \vc would 
decide. :dl inattors on the merits, there woidd be no jjolitical decision. 

Tiio CH.VIKMAN. NOW, is that correct in this caso? m. 
Mr. MOLAUEN. That is correct in this CJUSC, ubsohitely. I raight 

odd that the Attorney General and Mr. ICleindionst lived "up to thcii' 
coiiuniMiiL'ut. 

Tiio CJIAIRMAX. Senator Ervin. 
Senator EuvtN. As I construo 3'our testimony, Judge McLaren, 

Mr. Klciudienat did not activelj' participate in the negotiation of th& 
settlement at all? 

Mr. McL\n£N. All Mr, Kleindienst did was arrange that one 
meeting, as-far us I am concerned. And during the course of that 
meeting, M'hen ITT mudes its presentation, I was the chaiiraan of tho 
mt-cting. Mr. ICleindienst.sat off on raj- left, and listened, so far as I 
recall, and, well, nono of ns had much to say, but ho did not do really 
anythi!>g in anj' stage of the negotiations c.vcept arrange for that one 
mnetir.g and approve mj- proposal for settling tne thing after I became- 
convinced that tho 2oO-odd-thousand shareholders of IIT would 
suffer mure than n SI billion loss if we proceeded and were successful 
') forcing divestiture of Hartford. 

--^ Senator ERVIW. Did ho make anv suggestion to you as to what the 
details of the nesrotinlions should be, or what the details of tho- 
settlemcnt shouldIbe? 

Mr. McLAn£^'- Ho did not, and I did not even keep hira informed 
as to Avhat we wei-c doing in the negotiations until—I think he is. 
probably right—I telephoned lum the night before we actually put the 
thing out and said I tbink that they are going to cave in on the last. 

•  coiiple of points and we will probably announce it tomorrow. 
The CHAIRMAN. And that was the course you usually followed to 

keep him advised of matters in your department? 
Mr. ^ICTMREN. Matters of major importance, yes, sir. 
Senator ERVIN. I understand from the testimony that has been given, 

that Attorne}' General Mitchell absolutely dis(}ualificd himself from 
any connection with these suits and proposed suits, and with the nego-- 
tiations on the settlement, on the grounds that his nrm at one time had 
represented one of the affiliates of ITT? 

Air. MCLAREN. Yes, sir, that is correct. 
Senator EKVIN. In other words, 3'our testimony is that you aud 

the members of the Antitrust Division staff conducted the investiga-. 
tions, and that the decbion of the Government was based solely on the- 
opinions which you and the members of your staff in the iintitrust 

' Division had after considering all of the matters involved, and all of tbe- 
iinpiJcations of those matters? 

Air. MCLAREN. That is right, sir. 
Senator ERVIN. Now, Judge, I practiced law a long time, and I hare- 

participated in compromises* in many cases, never one of any great 
magnitude, but my experience is that when people settle litigation thegr 
do so for approximately the same reason that Hamlet stated in his 
soliloquy: they are uncertain as to what the courts are going to 

(») 
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nnil ;!is'.r nnylioily cUi? in my Uopiulmotit who has been hero, even 
thohjch wo mii^ht have ninth* inislnlcfs of jufl;^mfnt, Imvc i\ot been 
piiUy (if nay imjuoper or ilhrgjil coiuhtcl, and ns I huvc hail to aslc 
i:)y.<eir tii-my a time, Sfjw.lor Mutliias, shico ihat fateful ilay that 
1 first appeared, sliould I havo ilono what I did, 1 will saj- lo you aad 
to tlio in-.';td)crs of tlio UJS. .Scuaie iliat hud I to do it over again, 
knowinji flial these hist 21; months wojdd have transpired, I would 
Juivo co:r.e before you unUor the same circiimslnnces and said, "Take 
n look at our conduct and let's have this hearing," and I hove no 
rcjrrets about it one way or tmotlier. 

i>onator MATHIAS. ^f^. KleintliouMt, as you know, we are sifting 
through this record with a very fine comb; and so that we don't 
leave the record incotniJetc, I would like to call your atleiitioa to one 
other sialement that I tliink you might want to conmicnt ou. T «u5i)cct 
that the answer voii hove just jriven, which I think is a very full 
aiLswor, ma3" apply to this, but Just so that the record is complete, 
whi;;h is, I think,'for your benefit as well as for the benefit of the 
contunittce, let nio read tlis paragra])h lo you which npi)ear3 ou page 
100: 

That is, in substa-ace and in effect, tU« rclationshij) that I had with I.T. & T. 
a:td the l^epartaieitl of Justice in connection with tnc antitrust matters of that 
corporation t/cforc our Department. I had no di•'Cushions with nny other ofiicc-r or 
niiorni-y or agent on bohnlf oC I.T. & T. I hud no dUcussions with ivnybody on 
Mr. Mi'Ltiren's ftaff and llie otlier persons. Tlie only ijerson with wlio.".» 1 ever 
di.scus;'^! the ijiattor within the Dt-partaicnt WUJ Jucigo McLaren, the person 
ni:-*"*^ the iccomtnondatioM and htindiini; the ifituatioa. 

-. Av, u<:ain, I draw 3"our attention to that v.ith the thought in miud 
that what i.^ important, really, to the committee is what got through 

^ vou, the messages that got through to you, and the casual, the 
.-rtMdontal, things which occur in everyone's life sometimes make an 
impact and sotnetimes don't. 

Would you still ."?tick with the gist of that statement, with the 
opportimity that you have had for reflection in the meantime? 

Mr. KLEIXDIBXST. Well, without belnw subject to the accusatioa 
that I ftm—I don't want to thi-o\v in the ^vllole kitchen sink—the onijr_ 
thing that got to mo^ really, w'os Judge McLaren.' I think the jud»o" 
indicated in his tcstmiony, and I remember so vividly, when yir. 
^iitchcll and I internewed him iii the Pierre Hotel in New York 
before his appointment and before the inauguration of the President, 
when we had narrowed tbe selection of an Assisfcaot Attornev General 
for Antitrust dowii to three people, knowing: his background, he said: 
"I want to tell you one thing. I believe in vigorous enforcement and I 
vant a commitment from tbe both of j'ou that I will not be interfered 
with with respect to that enforcement." ^ _   " 

He did believe in vigorous enforcement, with couraM and with 
honesty and with great abilit}*; he was not interfered with and I took 
my guidance in antitrust cases from Judge McLaren. I am a lawyer 
from Phoenix, Ariz. I never had an antitrust case in my life. He 
S3|mbolizes the highest kind of lawyer from the private sector who is 
willing to leave a verj- lucrative practice and come into the Govern- 
ment and give the people the benefit of his art and his experience. The 
only thing that got through to me was Judge McLaren. 

lolix Kohatyn, whom I havo come to regard with a vcrv high 
degree of regard, made a \'ery persuixsive presentation to me l>ut all 

(24) 



I. In 19681   Mr.  Nixon appointed a Task Force on Productivity 

tnd Competition to review antitrust policy and make recommendations, 

rhe task force,  headed by Professor George Stigler of the University 

of Chicago,   presented its report to President Nbcon on February 18, 

1969 and recommended against ixnmediate legal action re:   conglomerate 

mergers. ... 

Page 
2a        The Stigler Report.   115 Cong. Rec.  15653,   15656(1969)-    26 

2b'       White House "White Paper, " The ITT'Anti-Trust Decision, 
Januarys,   1974,2    31 

2c        Remarks of Harold S.  Geneen,  ITT Chairman and President. 
June 26,   1969,  Annual Meeting of ITT Shareholders,  8-...   33 
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Jiaie 12, 1969 CONGRESSIONAL RECORD — SENATE 15C33 
^.om Antitrust and Trade Regulation 

Report, June 10. 18'JH| 
T*XT or Rtpoax or Naoit TASK Foacx OK 

PnooocrrriTT AKD CoMrrrinoM 
4|;si>tAXT or nzCOMMTKDATIONS Or TKS TASK 

VC>«CK 03«  rxODTrCllVll I   AWO COMrmTTOK 
We present ter* • summary of the recom- 

meiKSatloas oJ the Task Force on ProductlT- 
Iry jiad Competition. Tbese reconuneadatlons 
uc elaborated and defended In tbe aecom- 
paaylng Report. 

L Wc recommend tbat the President Issue 
• general poUcy statement (a) establlsliln( 
t!» Antitrust Otnslon as the effective agent 
of the AdaUnlstratlon In behalX of a policy of 
coeapstltton vltbln tbe councils of tbe Ad- 
mlslstraUon and before the Independent 
resulatory commissions; (b) urging those 
ccsnmlsslons to enlarge the role of competl- 
tl3a In their Industries; (c) marshaling pub- 
I^ support for the policy of competition. 

S. We urge tbe commissions to permit free 
eati7 tn tUe industries under regulation and 
to abandon minimum rate controls, when- 
ever these steps are possible—and we think 
tb^r usually are: and we urge the President, 
wkm occasion permits, to appoint at least 
ena economist to membership In each of the 
major commissions, and institute effectiye 
pacedures for the review of the performance 
of t]ie commissions, 

JL To enhance the eSectlveneaa of the Antl- 
trot DiTlslon. we urge the Attorney Oeneral 
mat tbe Assistant Attorney General In'Charge 
ot Antitrust to insist that every antitrust 
stitt make good economic sense, and to Insti- 
tute seml-publlc conferences to assist in the 
fonnulatlon and frequent reevaiuation of en- 
toe^iwncnt guidellnee. 

^^e recommend that the Department ot 
Jk_>be establish close liaison «-lth the Fed- 
mt Trade Commission at the blgbsst levels, 

a view toward fostering a harmonious 
r of business regulation. 

ft. We recommend that the Department 
briac a series ofstratesle cases against re- 
ftoaal prloe-flxinf conspiracie*, which we be- 
]lei« to be numerous and economically Im- 
portant. 

•L We cannot endorse, on the basis of pres- 
•Bt knowledge of the effects of oligopoly on 
coaspetitlon, proposals whether by new legis- 
lation or new Interpretations of existing law 
to deconcentrate highly concentrated Indus- 
tries by dissolving their leading flmw. But 
wc enfe the Department to maintain unre- 
laixtlng scrutiny of highly oUgopollstio In- 
doatrlea and to proceed under section 1 of 
tn* Sherman Act—which in our Judgment 
reaves all important forms of collusion—In 
butaneas where pricing Is found after careful 
tneestlgatlon to be substantially noneompet- 
Ittea, 

X. The Department of Justice Merger 
OsMeltnes are extraordinary stringent, and 
tB some respects Indefensible. We suggest a 
number of revisions In the accompanying 

f    •. We strongly recommend that the De- 
I partment decline to undertake a program of 
I action   against   conglomerate   mergers   and 
' coiiglomerate   enterprises,   pending   a   con- 

fetanse to gather information and opinion 
OB the economic effects of the conglomerate 
ptacoomenon. More broadly, we urge the De- 
partment to resist the natural temptation 
Lto utilize the antitrust laws to combat social 
problems not related to the competitive fune- 
tloalng of markets. 
" We recommend new legislation to tn- 
' )• the monetary penalties, at present 
'V.^ly nominal, for price O.Tlcg. 

lO. We ur-e a new policy for antitrust de- 
•r«s. The Department should not seek the 
.nary of regulatory decrees: decrees that en- 
Tlsags s continuing relsUonshlp with the 
deCczidant. Save in exceptional clrcum- 

atl decrees should contain a near 

termination date, ordinarily no more than 
10 years from the date of entry. And the 
Department should undertake a review of 
existing decrees to determine which should 
be vacated as obsolete or inappropriate. 

11. The Expediting and Webb-Pomerene 
Acts should be repented, and the Roblnson- 
Patman Act substantially revised. 

13. Mr. Alexander L. Stott dissents from 
certain parts of tbe Report and from certain 
of the above recommendations. Mr. Raymond 
H. Mulford dissents from two recommenda- 
tions, 
szrorr or TKS TASK roses o.f raouucriviri 

AMD COMTETmOK 

The Task Force on Productivity and Com- 
petition submits Its report on the problems 
which will be confronted by tbe new admin- 
istration in this area, and tbe steps wtilch 
we recommend to be taken. The report la 
presented under three general headings; 

I. The Administration's policy of Competi- 
tion and tbe Role of the Antitrust Division 
and the Regulatory Commissions In This 
Policy. 

II. Organization and Procedure In the An- 
titrust Division. 

m. Recommendstlons for Change In An- 
titrust Policy. 

Individual task force memben would often 
change  tbe  emphasis  of the  Report,  and 
larger differences are presented as dissents. 

/. Gener^ poCey 
A. AnUtrtist Policy 

Tbe American Wsy. as we are constantly 
told, is to rely upon competitive private en- 
terprise to do most of the work of allocating 
resources to industries and Urms, organizing 
production, and providing economic progress. 
We are constantly travelling a shorter dis- 
tance down this Way. however; for good rea- 
sons and for bad we have almost continuously 
expanded the governmental controls over 
economic life, and in recent yean important 
restrictions have been placed upon private 
enterprise to protect the balance of pay- 
ments. Some of the vast arsenal of public 
controls are unneceasary. and a large pro- 
portion of tbe necessary controls sre exces- 
sively restrictive of competition. As one ex- 
ample, the safety of financial institutions Is 
of course a major public concern, but this 
safety can often be achieved by Insurancs or 
similar devices, and hardly ever requires that 
competition be suppressed to the extent that 
the moet Incompetently managed Institution 
will be prosperous, and hence safe. 

The traditional American policy of seeking 
to minimize regulation of economic life Is 
a profoundly wise policy, and deserves to be 
reasserted and Implemented. Both logic and 
political expediency—not always close al- 
lies—dictate that economic freedom be sub- 
jected to the diaelpime of competitive mar- 
kets. We believe, therefore, that the Presi- 
dent ahould issue a general policy statement 
on competition and public regulation, to 
achieve at least three important purposes: 

1. To establish the Antitrust Division as 
the effective agent of the Administration In 
behalf of a policy of competition. In intra- 
governmehtal groups, and before Independ- 
ent regulatory bodies. 

2. To encourage and urge the regulator 
bodlea^—whlch cannot Ignore the clear policy 
positions of the President even when bis ap- 
pointive power Is dormant—to enlarge the 
role of competition in their respective 
Industries. 

S. To revive and strengthen public support 
for the policy of competition, and to establish 
the bona £des of the Administration as the 
protector of botfi consumer end bu.^mes^tcan. 

An executive order or a major presidaDtlal 
address would be an appropriate vehicle for 
this declaration. Whether or not a formal 
statement conunends Itself, we believe that 
the correct policy <• one of persistent and re- 

sourceful exploitation of competition wher- 
ever possible. 
B. Tbe Policy of Competition la the Regu- 

lated Industrlss 
Our mandate to examine productivity and 

competition In the American economy com- 
pels us to brief examination of the work of 
tbe regulatory commissions themselves. Tbe 
regulated Industries comprise one-eighth or 
more of tbe economy In terms of Income, and 
are too Important to be omitted from our 
Report. 

The tasks asslgnsd to the regulstory agen- 
cies are various: to prevent monopoly pric- 
ing (as with telephone and plpeUnea); to 
prevent congestion (as with radio and tele- 
vision frequencies): to provide safety to 
savers (as with (Inanrial institutions): and so 
on. it is not possible for us here to examine 
these purpooes critically, although It is no- 
torious tbat In certain industries (such as 
motor trucking) there is no respectable case 
for economic reguladon. There Is widespread 
disenchantment with regulatory purposes as 
well as regulatory processes, and a general 
belief that excessive rigidity, expeiuive re- 
view of ecotiomleally trlvlsl details, and fre- 
quent failure to achieve any Important re- 
sults bavs characterized our regulatory 
efforts. 

In two directions, we sre eonvlnecd, iSitm 
Should be a major reorientation of the regu- 
latory i^Ucy: 

1. Entry of new firms should be enconiaged 
wherever an absoluts contradiction with reg- 
ulatory goals Is not Involved. At present the 
practice is universally the opposite: to pro- 
hibit or rauon with utmost severity the 
entrance of new firms. 

3, Allow much freedom In price comoetl- 
tlon. The regulatory bodies should abandon 
minimjim rate regulation whenever pos- 
sible (and It Is usually passible), and rdy 
chiefly on maximum rate regulation. 

Where rates are regulated, it Is essential to 
make both changes: there is little merit la 
allowing additional firms to enter if they 
sre not held to the test of unfettered com- 
petition with the existing firms. 

We urge the Administration to pursue 
three complementary paths ot reform In tha 
regulated Industries: 

Pint, ths commissions should have the 
merits of compstltton pressed upon them. 

• Competition is not a matter of all or none, 
and tbe fact of regulation should not exclude 
competition as a force at each ot a hundred 
points where it is relevant and feasibls. If 
there must be only one railrosd there can 
still be several truckers, several freight for- 
warders, and tha possibility of Intcr-raodal 
competition. 

Second, the prtmary method ot giving a 
larger role to competition is by appointing 
commissioners who understand and believe 
in a policy of competition. W* beKme Cut 
every regulatory body shotiKt hav» at least 
one economist as a commissioner. Quite aalde 
from ths implementation ot the desire for 
more competition, this proposal has a de- 
cisive defense: economic regulation poses 
more economic than legal problems, and an 
economist knows more about economics than 
a non-economist. Tbe economic triviality and. 
Irrelevance of much activity of the regula- 
tory oonunlssions is patent and Inexcusable. 

Third, the regulatory commissions are 
largely out of public control. Once In a 
decade or two, at most, a commission will 
be investigated by Congress. The Administra- 
tion should explore methods of getting more 
meaningful and effective reviews than we 
now get. V,'e Uo not KQUW wutttuer L..ti ^r^i 
r,:ethod Is an enlirjid Crj e^u of the B-mrr-. 
section, a national commissioa, the creat;oa 
of academic review committees, or a ap^lal 
adviser to the President. The best method, 
however. Is surely not Infrequent, pauxlsaa 
Congressional review. The present mis ot ths 
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aiotj bodlc* Is undlTKted, unintuund, 

-'un evaluated. 
I. OrgonUation and proetdure in th* anti- 

tnut divition 
A. The UUIlfHtloD of Kcoaoaile Knowledge 
We anticipate Uttle opposltloik to tbe prop. 

otition that the Antltruit D:Ttjlon make 
full and crfecttre use of economists and their 
special skills. These skills ore often necessary 
to understand the effects of economic prae* 
tices (an example Is market-sharing In fixed 
proportions!, to assess the economic Im- 
portance of Individual cases, and to asalst In 
devising remedies that Will not shatter on 
economic realities. We endorse the policy of 
harln; a highly professional economist serr- 
li;g .IS ftdriser to the bead of the Division, 
and a stron^^ permanent staff of economists. 

The problem U not the goal of an 
economically sophisticated antitrust policy, 
but Its Implementation. A division charged 
vlth the enforcement of a statute must of 
ccune be directed and largely staged by 
laryers. Unless there are substantial Incen- 
tives to the staff to utilize economic*— 
whether by central direction, or vastly more 
powerfully, by demonstrated assistance In 
winning cases—the non-lawyer wlU often be 
viewed by the lawyers as a mysteriously neces- 
sary obstacle to smooth operations. The As- 
slitant Attorney General wUl have succeeded 
in making a truly major contribution to anti- 
trust policy If he establishes the relevance of 
economic knowledge. 
B, T)se Development of Criteria for Classes 

of Caaes (Ouldellnes) 
When the Antitrust Division is con- 

tionted by a large number of similar cases • 
ar"* *t must now be scanning many hundreds 
c . rgers each year—It will Inevitably have 
*v—/to gtilde the numerous men who pass 

1 individual cases. The question la not 
.•'hether to have cnterls or guidelines, but 
how to arrive at them. 

We believe, for reasons we discuss below, 
that the present merger guidelines are ques- 
tionable in Important respects. Hers we con- 
sider the procedures for formulating gulds- 
Unca. 

A set of rules for a class of eases will bs 
desirable only If two conditions are fulfilled: 

]. There are a large number of uncon- 
tit>vez«ial, easily Identified cases. If there are 
not, the rules give Uttls help to either busi- 
ness or the Division. 

3. Controversial or objectionable eases can- 
not be repackaged to avoid scrutiny. 
Th« way to determine whether mergers, for 
example, meet these conditions Is to 
examine a large number of them in the light 
of legal and economic knowledge. The Anti- 
trust Division will perform this task vastly 
better If It uses the large amount of pro- 
fessional expertise available outside the Divi- 
sion. We therefore recommend that the Di- 
vision have seml-publlc conferences to ex- 
plore dllBcult areas of policy. Inviting legal 
and economic experts to propose or discuss 
guidelines. Some members of the task fores 
would prefer to have formal notice and pub- 
lic hearings In esUbllshIng rules. If rules are 
adopted, a periodic review of them by the 
same procedure will be a useful method of 
conferring flexibility upon them. A specific 
application of this method Is proposed below 
for mergers. 
C. The Role of tha Federal Trade Commission 

No review of antitrust policy would be com— 
p!»*- that Ignored the Federal Trade Com- 
ir        in. which la charged with enforcement 
'^_^ong other statviies, the Clayton Act, 

which Section 2.  the Koblnson-Patman 
.nendmtnt. and Section 7. prohlbltlOK merg- 

ers and acquisitions that may substantially 
lessen cc-npetltlon. arc particularly Impor- 
tant; and the Federal Trade Commission Act, 
whose operative provision. Section », forbids 
"unfair or deceptive acts or practices", a term 
that has been Interpreted to embrace even 

more than the vast area of antlcompetltivs 
behavior proscribed by the Sherman Clayton 
Acta, as well aa consumer fraud and some 
••immoral" sales methods such aa lotterlea. 
As is evident, the Commission's Jurisdiction 
largely overlaps that of the Antitrust Divi- 
sion. 

In Its antitrust work, the FTC has concen- 
trated on price discrimination, on practlcea 
believed to oppress or coerce small dealers, 
and on mergers, especially vertical and con- 
glomerate, und usually In Industries which by 
long-established understanding with the An- 
titrust Division have been assigned as the 
Commission's sphere of primary rompetence. 

Unhappily, Uttle that the Commission un- 
dertakes In the antitrust area can be de- 
fended la terms of the objective of maintain- 
ing and strengthening a competlUve econ- 
omy. Consider price discrimination. There is 
now an Impressive body ol literature argu- 
ing the Improbability that a proftt-maxi- 
mlzlng seller, even one with monopoly power, 
would or could use below cost selling to 
monopolize additional markets. Yet. not only 
has the Conunlsslon continued to bring pred- 
atory price discrimination cases, but the al- 
leged danger of predatory pticiilg remains 
a principal prop of Its vertical and conglomer- 
ate antlmerger cases. Aa for "secondary line' 
dlscrlmlnaUon (that Is. giving discounts to 
some dealers or distributors but not to others 
who compete with them), the Commission 
has never attempted to differentiate those 
cases (If there are any) in which a monopolis- 
tic buyer Is able to extract unjusuaed price 
concessions from his suppliers to the preju- 
dice of his competitors from those In which 
discrimination la employed by ollgopollstie 
sellers who wish to cut prices secretly,—and 
should be encouraged to do so—and those in 
which price dii^erences (which the Commis- 
sion tends to equate, erroneoualy, with di<- 
crfmlnatioiu) are not, in fact, dlscrlnUna- 
tory. Over the last eight years the Commis- 
sion, often under the prodding of reviewing 
courts, has pulled some of the sting from 
eiiforcement of the Roblnson-EHttman against 
secondary-line discrimination. It has de- 
manded somewhat stronger proof of com- 
petitive Injury: the meeting-competition and 
cost-Justification defeiues have been ren- 
dered meaningful; and the provisions of the 
Act relating to advertising allowances and 
brokerage payments are. In general, no longer 
used to compel sellers to compensate for 
aervlees that are not economically beneficial 
to the seller (such as advertising by tiny 
retail outleu or brokerage when a broker's 
services can be dispensed with). Although the 
retreat from per $e ruJea against secondary- 
line discrimination has led to a general dim- 
inution of enforcement activity by the FTC 
(private suits continue, of course, and are 
discussed later) the Commission still brings 
many cases that impair, rather than promote, 
competition and efficiency. For example, the 
Commission has In recent years waged vigor- 
ous war against "functional discounts", which 
are discounts offered to middlemen who per- 
form certain distributive functions (such as 
warehousing) that other middlemen, who are 
not given the <llsco\ints, do not perform. 
Moreover, ss explained later in this Report, 
we can conceive of no case of discrimination 
In which the Sherman Act would not pro- 
vide an adequate remedy—adequate, that Is, 
to protect the Interest In maintaining an 
effectively competitive economy—and so we 
view Roblnson-Patman enforcement as in- 
herently likely to be pushed beyond proper 
limits. 

The efforts of the Commission to protect 
small dealers from allegedly unfair and co- 
ercive business practices constitute a daric 
chapter m the Commission's history. Much of 
this enforcement activity docs not eventuate 
In formal proceedings. What happens Is that 
a dealer who Is terminated for whatever 
reason. Is likely to complain to the Commis- 
sion, knovrlng that the relevant Commission 
ataff Is well disposed  toward "small busi- 

ness '. The staff uses the threat of an FTC 
proceeding to get the supplier to reinstate 
the dealer, and If threats fall—usually they 
succeed the FTC may file a complaint charg. 
Ing the supplier with having cut off the 
dealer because he vros a price cutter, or for 
some other nefarious reason. Our Impression, 
in sum. Is that the Commission, especially at 
the Informal level, has evolved an cjectlve 
law of dealer protection that Is unrelated 
and often contrary to the objectives of the 
antitrust laws. The Commission is supported 
in this endeavor by the Supreme Court's 
rulings that Section S of the FTC Act em- 
powers the Commission to suppress practices 
that resemble antitrust violations. 

With respect to the Commission's enforce- 
ment policy in the merger field, it is Illumi- 
nating to compare the recent statements of 
Commission merTjrr policy with the Depart- 
ment of Justice Merger Guidelines, discussed 
elsewhere In this Report. The Commission t» 
even more severe. UnllXe the Department. It 
attaches a good deal of significance to the; 
absolute size (Independent of market share)' 
of merging firms; to the alleged power that 
large firms have over small; and to the- 
dangers of "price squeezes". 

It will, for example, challenge virtitally any 
acquisition by a cement producer of a ready- 
mix concrete company, virtually anf sub- 
stantial acquisition by a large food chain, 
etc. The Merger Ouldellnes ar« models of 
restraint compared to those promulgated byi 
the Commission, which are as hard on eco- 
nomic theory as on mergers. 

We conclude that substantial retrenchment 
by the Commission In the antitrust field l» 
highly desirable. In addition to retrench- 
ment (at least by stopping the Increase of 
the Commission's appropriations), its re- 
sources devoted to regulating competition 
might be redeployed. The two principal poe^ 
aibllitles are (1) consumer protection, and 
(2) economic studies utilizing the very brceid- 
fact-gathering powers vested in the Com- 
mission by Its enabling legislation. Unhap- 
pily, either routs could be followed in a 
way that endangered competition. An In- 
competent economic study can be Influential, 
on policy makers—wltnesa the influential 
194a FTC study which erroneously suggested 
that concentration was on the rise in Ameri- 
can industry. Overzealous enforcement of 
consumer-protection legislation can also have 
errant results. We note that the application 
of coiuumer-protection law Is almost aiwaya- 
invoketl not by consumers but by competi- 
tors, whose Interest lies in protecting their 
market, not In giving consumers full infor- 
mation; and that elaborate requirements re-- 
lating to packaging, safety, etc. can curtail 
consumer choice, limit competition, reduca- 
the consumer's incentive to exercise care,- 
and—^what la most serious—Impose subsian-. 
tial costs on society. 

The Federal Trade Commission urgently 
needs a basic reform, but this need will bs 
difficult to fulfill. Quite apart from the fact- 
that there are no vacanclea on the Com- 
mission, any dramatic or far-reaching Presl- 
dentlally-lnspired reforms would run up 
against the long tradition of regarding the 
Independent agencies In general—and the- 
FTC In particular—as "arms of the Con- 
gress.* That has at times meant an office of 
economic opportunity for Congressmen; more 
Important, It means that a strong jhowmj 
of Presldentl.il Interest In the operations of 
the Commission will not t)c welcome on tha 
HUl. 

Perhaps the best short-run path of Im- 
provcrr.?nt runs throush the offices of the 
Attcr-p;' General r.iij '.lie .-v.-jls'-int A'-.-.-.i^y 
Gen?ml In chftr^* of Antitrust. Since t'r.i 
Jurl5«:c-lons of the Commission and C the 
Antitrust Division ore so l.'ugely ovfrlappiaf. 
no one could object to the establishment be- 
tween the Commission and the Division of 
close liaison at the highest levels. Indeed, It 
Is something of a wonder (though explicable 
in terms of bureaucratic rivalry) that such  ^7 
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>.•>« ..IS brfa wbol'.y Ijcklng heretofore: 

•isfi coordination between the Agendei Is 
, .err low levels, nad conslits largely of 
ha-^llng over who shall sue In cases where 
hot.? agencies ore Interested. Eapeclally at the 
beglnniag of a nsw Administration. \t should 
be quite feasible, .is well os wholly approprl- 
-c 'or the Attcrney General and .Assistant 
At'o ney General to establish a close cooper- 
ative rcUVonsJilp Kith the Chairman of the 
Ciimmijsloo. We think it lliely that the Com- 
irln'Son will p.'')' -lome heed to the Depart- 
ments views. If forcefully expressed, on «ntl- 
:r.:jt and iroie-reg-Jlatlon policy. 

;//. JJecomnended ehanget in anfifriwt 

The general policies of the Antitrust Divi- 
sion ve profoundly good, and we propose no 
n:aJor change in its emphasis or directions of 
policy. In fact, the main thrust of the fol- 
lo:vlng recommendations Is that certain re- 
cent developments of policy or doctrine 
shouM not be allowed to divert the agency 
from its basic task of striking down conspira- 
cies and mergers In restraint of trade. 

A. Price Fixing 
The prlce-Axlng cases of the Antitrust Dlvt- 

s'.on are Its bread and butter, and tinder- 
standably Its staS woyld prefer more cake. 
V.'e emphasize the great economic and social 
Importance of continued, vlgilaQt, aggressive 
seeklng-out and conviction of conventional 
pr'.ce-ftxers. Every victory weakens the efll- 
cieccy of undetected collusion In that area of 
ecosomie life. We strongly recommend the 
bringing of a series of strategic cases against 
regional canrpiracles. which we believe to b« 
ntunern-js and economically Important. 

.JEf. Concentration and Oligopoly 
O oly—the industry composed of a 

1.—^mber of Independent enterprises— 
oubtedly presents the most difficult prob- 

retos In a policy for competition. The dlfflcul- 
tlei arise because of a combination of three 
circumstances. The first Is /aetvat: there are 
many Important Industries In our economy 
whose structure is oligopolistlo—how Urge a 
number depends upon what a "saaaii number 
of firms" means. The second is interpretive: 
the eccnomlsts have not sutxeeded In fully 
Identifying the characteristics of an Indtistry 
which determine whether It wul behave com- 
petitively or monopollsticaUy. The third is 
the matter of oction: If firms In an oUgopUs- 
tlc Industry are convicted of COUUSITB behav- 
ior, must one press for a remedy so rwlica) 
as dissolution in order to stop futur» repeti- 
tions of the offense? (And should the stand- 
ards of permissible concentration be wholly 
Ul^erent for pending mergers than for estab- 
IL^ed enterprises?) 

The circumstances which determine whetli- 
er or not the arms In an oligopolistic indus- 
try W.U usually behave more or les« com- 
petltlveiy (je-Sing by Independent aeoonx 
to improve tt:e;r Individual proflu at the 
cost of rlrais' profits, with the eventual gen- 
eral erosion of unusual profiu)  ar« partly 

I. The e.isier (quicker and cheaper) new 
nrms can enter the Industry, the smaller and 
more short lived wlU be the monopolistic 
rest.-lctlons. 

!. The more elastic the demand for the 
rr-d-ie- of -he oligopolistic Industry the less 
..!• .—iT>.-e i.-om restrictions of output below 

•.e -.•.•-?*ti::ve level, and hence the less the 
:i.- rcemeau to act coiluslveiy. Tbis In turn 
u<u.»:iy depends upoti what altemaUTe prod- 
•jcis thr buyers may rum to. 

3        f l.irjer the effective number of firms 
^ »   the   nra!)abllit7   of  collusive   be- 

."''""''•••'•*'•"•"' Iticr'ases in expense  iln- 
..!ni prrbabillrT cf detection)   as num. 

••••r^ :;.;.-ra». Koxever. a given number of 
..^..J :t i=j.-e It.itely to result in collusion. 
•••e mere .-oncer.trated u production In the 
^ xnus of a few a.-ms. If we correct for this 
•••r.d t.^ke the eCec-.ive number of rt-nl* to be 

the number of rivals of equal size which 
wotild produce the same competitive situa- 
tion a« the firms (not of equal size) actually 
In the Industry, the effective number may 
b« very roughly estimated at twice the num- 
ber there would be If ail firms were as large 
as the largest in the industry. 

That Is. if the largest firm has V> of the 
Industry's output and the remaining firms 
fail off In size regularly, the efiective num- 
ber of firms Is of the order of magnitude of 
10. By this Is meant that the concentration 
Ln the Industry is eqtilvalent to what would 
exist If there were 10 firms of equal size. 

There are other influences which probably 
but less certainly affect the probability of 
competitive behavior. One of these Is the 
size of buyers: larger buyers, for a variety 
of reasons including possibility of backward 
integration, make for more competitive 
prices. 

Numerous statistical studies have been 
tr.ade of the relationship between concentra- 
tion and rates of return on investment, and 
these studies generally yield positive but 
loose relationships: concentration is not a 
major determinant of differences among in- 
dustries in profitability, although ^t may 
sometimes be a significant factor. It appears 
also to be true that somewhere between 
five and ten effective rivals (I e.. largest firm 
with a share ot V, to Yi) *re tuuaiiy enough 
to inaur? substantial elimination of the In- 
fluence of concentration upon profitability. 

Concern with oligopoly has led to proposals 
to use the antitrust laws (perhaps amended) 
to deconcentrate highly oligopolistic Indtis- 
trles by dissolving their lesdlng firms. We 
cannot endorse these proposals on the basis 
o: existing knowledge. As indicated, the cor- 
relation between concentration and profita- 
bility la weak, and many factors besides the 
ctimher of firms in a market appear to be 
relevant to the competitiveness of their be- 
havior. While a flat condemnation of oligop- 
oly thtia seems to us unwise, we commend 
to the Antitrust Division a policy of strict 
and nnremittln>5 scrutiny of the highly oli- 
gopolistic Industries. If, in any of these indtis- 
tries, pricing is found after careful investi- 
gation to be sulMtontlally noncompetltlve, 
the Division will have a clear basis for 
proceeding againsV the leading firms under 
Section 1. Collusion that can be Incontro- 
vcrtibly Inferred from behavior (such as jser- 
slstent, stable prlca discrimination In the 
economist's sense) should not bring Im- 
munity from the Sherman Act. and we are 
confident that structural remedies will be 
sanctioned by the courts In cases where, due 
to number of firms and the other conditions 
of the market, lesser remedies are likely to 
be unavailing. In assessing the gain from 
such structural remedies, account should b« 
taken of any reduction In efllclency which 
the rvmedy entails. 

The concern with oligopoly Is also quite 
visible In the Department of Justice's most 
recent Innovation, the Merger Guidelines, to 
which we now turn. 

C. Mergers and the Otildellne* 
The present merger Guidelines Impcee 

stringent restrictions upon the relatlTe sixes 
pemaltted to compenlea which desire to 
merge. The Impact of these percentages Is 
reinforced by a definition of the market 
(within which shares of companies are reck- 
oned) so loose and unprofessional as to be 
positively embarrassing. We propose to re- 
verse this emphasis: not to tell companies 
which mergers are forbidden, but which 
mergers are permitted. We are persuaded that 
this orientation better serves the interests 
of both business and the Aoutrust Division. 
Before we turn to the metiiod5 by -.vhich 
more appropriate Outdeiinea for mergers are 
actilevatile. we shall brlcliy discuss the pres- 
ent Guidelines, and indicate our reasons for 
dissatisfaction vnth them in their present 
orientation. 

Market DejInitloTi. The delineation of » 
relevant market within which to appraise 
the lawfulness of a merger Is crucial, for U 
the market Is drawn narrowly enough, vir- 
tually any merger can tie made to seem 
monopolistic In its elTects. Unforttinatety. as 
they ere presently drafted the Cuidelinea 
seem to Invite a substantial degree of mar- 
ket gerrymandering, especially in delineating 
regional or local markets. The Ouideilnes' 
test of whether a product Is sold In less than 
a national market Is loose. Any group of com- 
peting sellers In the Industry Is a relevant 
market, unless the defendant can show that 
there Is no "economic barrier" preventing 
other sellers from selling In the particular 
area. Such a b.vrier may consist of freight 
costs, customer inconvenience, customer 
preference for the brands presently sold ta 
the area, or the absence of good distribution • 
facilities. 

This Is a misleading test. An industry may 
be riddled with the kind of "barriers" cited 
In the Guidelines and yet still not contain 
any meaningful local markets, .^n example 
win Illustrate. Assume that the price of steel 
bars is M In Minnesota and S1.60 in Chicago, 
and the cost of shipping the bars from Chi- 
cago to Minnesota is 41 cents. On these facts. 
It Is plain that the Minnesota sellers could 
not raise their price significantly without Im- 
mediately losing their business to the Chi- 
cago sellers. Minnesota is thus not a mean- 
ingful local tnoricet even thougti. at the exist- 
ing price, freight costs do impose an etfecuve 
economic barrier against the Minnesota 
sellers. Moreover, additional firms will es- 
tablish production or distribution facilities 
in Minnesota IX It becomes profitable to do 
so. The same analysis can be extended to the 
other barriers discussed In the Culdeilncs. 

In criticizing the test of "economic bar- 
rier", we do not mean to deny the diiSculty of 
devising rules of market definition that will 
be at the some time simple and sensible. This 
Is most probably not on area in wiiicn Guide- 
lines provide a useful enforcement tool. II 
there are to be Guidelines, though, they 
should at least not misstate the applicable 
economic theory. It would, accordingly, be a 
decided Improvement If the Guidelines were 
revised (at a minimum) to explain that a 
distant seller of a product must be Included 
In the local market if a modest price increase 
In the local area—a price increase unrelated 
to his costs—would bring him In forthwith. 

Hori3ontal Mergert, The provisions of the 
Guidelines governing horizontal mergers* 
that is, mergers between direct coonpetlsarv* 
are cxtiaordmarUy strict. If a market Is 
"highly concentrated" (defined as where the 
< largest firms account for at least 73 per- 
cent of the sales In the market), then a 
merger between two firms, each of which 
has a 4 percent market share, will be chal- 
lenged: and If the acquiring firm has a share 
aa large as 15 percent, then the acquired 
firm need have only a 1 petcmt share for 
the merger to be challenged. Different levels 
of permissible size are stated for less con- 
centrated Industries, and some account Is 
taken of the trend of concentration. 

We agree with the basic premise of the 
horizontal-merger provisions of tbe Guide- 
lines that market-share percentages are the 
appropriate touchstone of Illegality for such 
mergers. We would favor levels of concen- 
tration modestly lower than those cow used 
(but differently structured), with the pur- 
poses of (1) allowing all mergers below the 
Guidelines levels, and (3) not prohibiting, 
but revlevrlng. those atwve the critical level, 
with an Implied probability that the mere • 
proposed meraer lies above the level of r-.w- 
tomatie approval, the less the pro'onblilty of 
1^1 acceptance. We tilscttss below the proce- 
dure that should be followed better to utl- 
llre existing knowledge in fashioning the 
Guidelines. 

VertlcoJ Aferyerj. A merger that Involves 
the acijulattloa not of a competitor bat of's 
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tatt or a tupplltr Is s vtrttcal merger, 

u». th« p.-tMnt Guideline* contain strict 
.uoTlsioiu limiting such mergers. Por ex- 
ample, i: the suppl7lng Arm Jn the merger 
lus a 10 percent ttiare of Its msTket and tbe 
purchasing firm has 6 percent or the pur- 
chases la that market, the merger wlU be 
challenged. 

Our tasX force Is of one mlod on the 
uDdeslrahllltr or an exteiutve and vigorous 
poUcT against vertical mergers: vertical In- 
tegration has not been shown to be pre- 
sumptively noncompetlttve and the Oulde- 
Uae* err In to treating It. Within this area 
of agreement there are two positions around 
which the tsik :orce members cluster. 

The one position asserts that many, and 
perbape most, vertical mergers which do not 
have direct horizontal effects are Innocuous, 
but that In certain situations a vertical 
merger will have antl-competltlve effects. 
These situations Include: Increases In the 
capital or other requirements (or an Inte- 
grated firm ma^ reduce the possibility of 
new entry; or price discrimination may be 
implemented when a monopolist Integrates 
forward or backa'ard. A showing that an an- 
ticompetitive effect of these sorts exists 1* 
essential before a vertical merger Is chal- 
lenged. 

The other position denies that a vertical 
merger has the potentiality for economic 
harm in tbe absence of horizontal effects. 
To some of our members. It Is wholly Im- 
plausible that vertical Integration place* 
catering firm* at a disadvantage. A seller 
who falls to minimize his Input and dlstrt- 
bntioa cost* will be undersold by his com- 
petitor*: he cannot afford to sell to or buy 
f{Qm an aSUlat* if there are more efficient 

jnatlve means of supply and distribution 
^able to his competitors (and to him). 

Xvcn If the seller Is a monopolist, the desire 
to maximize pro&ts will lead him to seek 
tlM most eCdent methods of supply and dis- 
tribution, and there will be ample oppor- 
tunities for non-ilfflllated suppliers and out- 
lets to compete for Ills patronage. Except in 
the case of the monopolist who cannot dis- 
criminate m price effectively without control 
of his outlets, vertical Integration will be 
initiated and maintained only If and so long 
aa it I* Justified by the cost savings it per- 
mit*. It la not a method of extending monop- 
oly power. 

The two positlona coalese* on one policy 
eoneluslon: vertical mergers should not be 
forbidden a* a cla««. 

The ConglomtraU Mtrjtr. The large con- 
glomerate enterpn** with an aggressive ac- 
quisition policy has only recently become 

Jjromlnent and newsworth. • • • 
1^ Antitrust law has seemed to some a con- 
I venleat weapon with which to attack large 
I conglomerate    mergers.    If   one    Interprets 
I "elimination of potential competition," "rec- 

iprocity"   and   "foreclosure"   as   threate   to 
eompetltlon. one can always bring and usu- 
ally win a case against the merger of two 
large companies, however diverse their activ- 
itic* may be. These are often makeweight*. 
The economle threat to eompetltlon from 
reciprocity (reciprocal buying arrangements) 
1*  either small  or  nonexistent:   monopoly 
power in one commodity Is not effectively 
exploited by manipulating the price of an 

I unrelated commodity. The argument ad- 
vanced against tbe simplistic treatment of 
vertical mergers—essentially that one can- 
not use the same monopoly power twice— 

'^se challenges the fears of reciprocity. 
{Potential competition, on the contrary, 

V.,in be a decisive limitation on the exercise 
of market pcver, and a merger which elimi- 
nates an Imminent new competitor is anti- 
competitive. If entry Into a field is relatively 
easy, however, there are a vast number of 
potential entrants and the elimination of 
one or a few has no effect. If entry la dlf- 
ftcult, and only a select few firms are capa- 

ble of entry and on  the record  likely  to 
enter,  their  Independence  should  be  pre- 
aerved. The Identity of potential  entranta 
should not be established by Introspection. 
If the producer of X Is truly a likely en- 
trant Into the manufacture of T, the like- 
lihood   will   have   been   revealed  and  con- 
firmed by  entrance  Into  Y of  other  pro- 
ducers of  X   (here or  abroad), or  by the 
entrance of the firm Into markets very simi- 
lar to Y In enumerable re:fpects. 

^ We   seriously   doubt   that   the   Antitrust 
I Division should embark upon an active pro- 
1 gram   of   challenging   conglomerate   enter- 
I prises on the basts of nebulous fears about 

size and economic power. These tears should 
be either confirmed or dissipated, and an 
Important contribution would be made to 
this resolution by an early conference on the 
subject, i: there Is a genuine securities mar- 
ket problem, probably new legislation Is nec- 
essary. If there Is a real political threat In 
giant mergers, then the critical dimension 
should be estimated. If there Is no threat, 

I the fears entertained by critics of the con- 
I glomerate enterprises should be allayed. Vlg- 
I orous action on the basis of our present 
^knowledge Is not defensible. 
^"The central task of the Antitrust DlTlslon 

i* to preserve competition in the American 
economy. ,Tbls Is a splendid and challenging 
task and deserves and requlrea the full re- 
sources of the Divlsfon. We shall be much 
the loser* U we compromise tbe discharge 
of this central task by burdening the Divi- 
sion also with tasks such as the combatting 
of organized crime or tbe achievement of 
general political goal*. 

The Vi» 0/ Con/ertncei. We have proposed 
that conferences be used to revise the Oulde- 
llne* and to identify the problem*, if any, 
created by the large conglomerate enter- 
prise. The conference will allow the Anti- 
trtut Division to utilize the expertise and 
wide factual knowledge of economists, law- 
yers, securities analysts, and other groups 
without the laborious machinery of formal 
bearings. We strongly recommend that be- 
fore such conferences are held, leading stu- 
dent* and exponents of particular positions 
be asked to prepare position statement* 
which present explicit and specific theories 
and evidence. Then the conference member* 
will have speeific question* to addr*** and 
apeclflc view* to combat or aupport. 

D. A&tltru*t Ssinctiona 
The cutting edge of law is not the abstract 

•tatement of a legal duty but the sanetloa 
provided for it* nonperformance, and that 1* 
true of the antltruat law* as of other systems 
of legal obligation. It Is essential that those 
laws clearly and accurately define and forbid 
the practices that impair competition and 
efficiency but It Is equally essential that the 
sanction for violation be effective In com- 
pelling compliance and with a minimum of 
undesirable side effects. 

In testing the antitrust •anotlon* by thU 
*tandard, it will be helpful to distinguish 
two purpose* of sanctions: that of preventing 
(or. If It ha* already occurred, undoing) 
a apeclfio violation; and that of deterring 
violation* that might not alway* be detected. 

Sanetlona of the first type—remedial aanc- 
tlona—auSce where there 1* no problem of 
detection (e.g.. In the case of an illegal 
merger). But take the case of price-fixing. 
Price-fixing conspiracies can be, and one 
suspect* are, •uccessfuliy concealed. A sanc- 
tion that merely prevented the continuation 
of the conspiracy, such as aa Injunction, or 
one that merely restored tbe losses of the 
Injured consumers, such as ordinary dasuigea, 
would In these circumstances probably be 
Insuflclent. For In deciding whether to com- 
ply with the law, a seller would dUcount the 
very modest (or negligible) injury to him If 
his participation In a price-fixing conspiracy 
was detected, and he was required to stop 
and to pay actual damages, by the consider- 

able probability that he woiild escape de- 
tection altogether: and he could conclude 
that he had little to lose by participating. 
That is why punishment by flae or Imprison- 
ment Is an appropriate sanction for Illegal 
price-fixing: It provides deterrence, as the 
purely remedial sanction doe* not. 

But the deterrent sanction In antitrust 
Is weak. A price fixer can be Imprisoned and 
fined but prison terms are almost never im- 
posed In prlce-flxlng cases and when they 
are, they are nominal la length: and the 
maximum fine of $£0,000 will deter omy a 
very small corporation. The possibility of 
a private treble-damage suit doubtle** pro- 
vides additional deterrent effect, but there 
are serious limitations: Judges are reluctant 
to authorize damage awards that seriously 
hurt a company; damages are dlfflcult to 
prove In price-fixing ease*: and most im- 
|>ortant, the Injury catued by a prlce-fiziag 
conspiracy Is often so widely diffused (for 
example, among mlUioas of consumers) that 
no one has an incentive to bring a suit. The 
government Itself can sue for damage* only 
when it wa* the victim of the unlawful eon- 
aptracy. 

If concealablB offenses under the antitrust 
law* are to be effectively deterred, either the 
resources devoted to the detection of sucli 
offenses must be vastly augmented—and. 
there are obvloui limitation* to thl* rout^— 
or the fine* muat be increased to a point 
where they will give even the large corpora- 
tion considerable pause before participating 
In (or condoning Its officers' Individual par- 
ticipation in) an Illegal conspiracy. Precedent 
for much more severe sanctions can be found 
abroed. The European Economic Community, 
for example, may impose penalues of up to 
91,000.000, or. In the case of willful vlolationiw 
up to 10 percent of annual sales. We have not 
attempted to determine the appropriate level 
of antltriist fines, but we urge the Depart- 
ment of Justice to accord high priority in 
It* legislative program to the upward revision 
of these penaltlea. 

Tbe creation of a more reallatie acheme of 
•atitrust fines would enable a long-overdue 
reexamlnation of the punitive aspecta of the 
private antitrust suit. It is anomalous that 
private plaintiffs who have done nothing to 
uncover or prove an antitrust violation (the 
usual case) should be permitted to claim 
treble damages on the basis of a Judgment 
obtainert by tbe Antitrust Division. In sueh 
circumstances, the excess ovsr actual dam- 
agea and cost* represents a pure windfall to 
the private plaintiff. Today, one can defend 
thl* arrangement on the ground that it fur- 
nishes an element of added deterrence which 
Is necessary In Ugbt of the Inadequacy of the 
existing criminal fines. But that ground 
would be removed If the fines were revised 
to a more appropriate level; and a more 
rational scheme of deterrence would beeotne 
feasible. We are also deeply concerned that 
private treble damage suits provide undesir- 
able opportunities for haraasment and the 
furtherance of a variety of anticompetitive 
practices. 

With regard to remedial sanction*, the 
principal question Involves the undesirable 
side effect* that frequently accompany a 
I>oorly formulated decree. Ideally—end It 1* 
an attainable ideal—an antitrust decree 
should be a "one shot" affair: dissolving the 
monopoly, or divesting the acquired asseta, 
or terminating the basing-potnt system, etc. 
The antitrust laws were never Intended to be 
a system of continuing regulation. Antitrust 
policy ha* a* It* basic principle the preserva- 
tion of a competitive environment within 
which Individual enterprise* are free from 
contin'jl/;^ supervision. V.lien a (:?T-'- -:^*•^. 
in effect. "Let us return to the court, or 5i"'e 
the power to the Antitrust Dlvir^lon. tj 'JU- 
Judge the propriety ol various behavior of 
the defendant for years to come," one c^n l>e 
sure that tbe suit has failed In lu purpose 
of raetonng competitive condition*. Nor Is 
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> D^'pArtmcnt equipped to fuaeilsn u ft 

..^tatOTT sg'ney, *ad It Is not llkel7 to 
tscApe tbat common picfal! of economic reg- 
iiUtlon. lb* «uppressloa of competition. 
NonetbelMS. cucb decrees ai« frequeatly en- 
tered. e*:ptclaUy by content of tb« parties In 
C03es vherc the Dvpartnient (ot tbe Feileral 
Trade Ccmmiulon, to wMch tbeM remark* 
apply tntb equal, if not greater, force) ta 
unsure of Its llf.jatloa prospects and vUbes 
to salTage sometblni; from the inrestisent 
Of enforcement resources. 

ror th» future, we urge that tbe Depart- 
ment adopt a firm policy of not proposing 
or accepting decrees thit esrlsage a continu- 
ing, regulatory relationship «ltli the defend- 
Ant. A correlative policy tliat we suggest Is 
that every decree contain a definite—and 
near—termination date, ordinarily no more 
than 10 years from tbe <!3ia the decree Is 
•ntered. Such a principle would compel the 
Depa.-tment to deTls« decrees that restore 
competition rather than establish regulation, 
as well 03 assure that decree* do not remain 
la effect long after the relevant Industrial 
conditions have changed (soeh a* with the 
1920 decree against tbe meat packer*). 

Little Is known of t'.ie extent to which a 
large nvimber of past decree* are still opern- 
Uve, and If operative, of any real value In 
protecting cotapctltlon. We recommend, 
therefore, some such proeedure a* tbl* la 
dealing with outstanding doerae*: 

1. The pa*t decree* stiu mnnlng should b* 
eompiled. and the type* and duration of 
prescribed conduct summarized. 

3. The current relevnnce of the decrees, or 
at least those running against large Indus- 
tries, ahould be examined—presumably b7 
tbe economic* section of th* Anti;.-ust 

">l vision. 
3. The older (say 2S yeaa and over) aad 

obsolete younger decree* sboold be vacated. 
E. Recommended Chang** In Antttnist 

Statutaa 
Several legislative reforsas could Improv* 

substantially the functioning of the antitrust 
laws. We have recommended above a sub- 
stantial Increase In the msTlmum level ctf 
fines. In addition, we recommend Immediate 
repeal of the Expediting Act. The low quality 
of many Supreme Court antitrust opinlona 
can be traced In no small measure to tb* 
fact that direct appeal frequently require* 
the Supreme Court to pass on an azteiulv* 
record wltbout the beneat of th* wlaaowtag 
and focu&lng process Involved la an Inter- 
mediate appeal. The Supreme Court Itaalt 
ha* noted that direct appeal Is uasatlsfactory. 
It repeal la politically lmpo*»lble. then aa 
amendment that would drastically limit tha 
number of direct appeals would be deairabl*. 

Tbe Webb-Pomeretxa Act ahould also b* 
repealed. The creation at cartels In torelga 
commerce Is antithetical to th* undarlylnc 
theory of the Sherman Act. The danger that 
exempted cooperation between competitor* 
In the export field will lead to Illegal coopera- 
tion at home Is too great to be viewed a* 
merely a potential abuca. Nothing in n& 
domestic competition policy or foreign eco- 
nomic policy warrant* tba retention of thla 
outmoded approach to International' 
competition. 

On tbe agenda for loiig-term leglslattv* 
reform must be the Robtnaon-Patman Act. 
The Act leads to rigidity In dutrlbution pat- 
terns end to uniform. Inflexible pricing. In 
Industrie* with few sellera, price reduction* 
are more likely to be made if they can b* 
made covertly. Such limited reductions often 
lead over time to generally lower prices. Thus, 
ft prohibition against price discrimination 
may preclude the kind of competition that 
U most likely to lead to lower price* In 
oligopolistic industries. V7e view the Federal 
Trade Commission's tendency in recent times 
to relax the enforcement of tbe Act as a 
deilrable but, so long as private treble damaga 
actions ar* available, an Inadequate reform. 

la rrformtnj th* Roblnson-Patman Act. 
two kinds of amendment are deilrabie. 
First, the general prohibition against prlc* 
discrimination in Section 3(a) should ba 
mads more supple by broadening tbe meet- 
ing competition and cost JusttHcation de- 
fense* so as to make them more readily avail- 
able for sellers whose price dllfcrentlals do 
not stem from a predatory purpose and do 
not Injure competition In the market place 
(as opposed to disadvantag'.ng indirtdual 
arms. Second, tbe more absolutist brokerage, 
paymenu end services prohibitions of sub- 
sections (c). (d) and (e) should be repealed 
while making clear that the standards of 
amendKl subsection (a) rcrr.ain sppUcabl* 
to practices that would previously hare been 
treated under those repealed subsections. Th* 
T.-.s!t Force recognizes the political support 
that tbe Roblnson-Patmiu Act retains la 
some quarters and the danger that an at- 
tempt to amend the Act might give partlculat 
Interest* an opportunity to add even mori 
restrictive provisions. As a consequence 
some of our members view amendment of tbi 
Act a* a long-term, albeit Important, reform 
other* wish to leave It alone. 
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THE WHITE HOUSE 

The ITT Antl-TruGt Decision 

In the thousands of pages of.testimony and analysis 
regarding the ITT case since 1971, the only major charge 
that has been publicly made against President Nixon is that • 
In return for a promise of a political contribution from a 
.subsidiary of ITT., the President directed the Justice 
Department to settle antitrust suits against the corporation. 

That charge is totally without foundation: 

— The President originally acted in the case 
because he v/anted to avoid a Supreme Court ruling 
that would permit antitrust suits -to be brought 
.against large American companies simply on the 
basis of their size. He,did not direct the settle- 
ment or participate in the settlement negotiations 
directly or indirectly.  The only action taken by 
the President was a telephoned instruction on 
April. 19, 1971 to drop a pending appeal in one 
of the ITT cases. He rescinded that instruction 
two days later. 

— The actual settlement of the ITT case, while 
avoiding a Supreme Court ruling, caused the corporation 
to undertake the largest single divestiture in corporate 
history. The company was forced to divest Itself of 
subsidiaries, with some $1 billion in annual sales, 
end its acquisitions -were restricted for a period of 
10 years. , 

-- The President was unaware of any commitment by 
ITT to.make a contribution toward expenses of the 
Republican National Convention at the time he took 
action on the antitrust case.  In fact, the 
President's antitrust actions took place entirely 
In April of 1971 — several vieeks before the ITT 
pledge was even made. I 

I.  President's Interest in Anti-Trust Policy      .  . 

Mr. Nixon made it clear during his I968 campaign for the 
Presidency that he stood for an antitrust policy which would 
balance the goals of free competition in the marketplace 
aPTE-inst the avoidance of unnecessary government interference 
vilth free enterprise.  One of l-\v.   Mixon's major antitrust 
concerns in that campaign was the Government's treatment of 
con£;lomeratp mergers.  Conglomerates had become.an important 
factor in the American economy during the 1960's, and despite 
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public fears that they v;ere threatenliif]; free competition 
In the marketplace, the administrations of those years   
In Mr. Illxon's opinion — had not been clear in their 
attitude toward them.  In one of his 1968 campaign books, 
Nixon on the Issues . in which he put forward in summary 
form his conclusions about national and international issues, 
Mr. Nixon expressed his dissatisfaction with existing con- 
glomerate policies: 

"The Department of Justice has recently proposed 
guidelines for 'conglomerates' but the guidelines 
have not provided any substantial criteria on which 
businessmen can safely depend. Moreover, there Is 
the problem of unsettled case lav; on the question. 
My administration will make a real effort, and a 
successful one, I believe, to clarify this entire 
•conglomerate' situation... 

(     To help resolve the Ispues involved, Ilr. Nixon during his 
I campaign appointed a Task Force on Productivity and Competition, 
I headed by Professor George Stigler of the University of Chicago 
and Including several eminent academicians. The task force 
presented Its report to the newly Inaugurated President on 
February 18, 1969. The group recognized public fears that 
conglomerates posed a. ''threat of sheer bigness'' but said these 
fears were "nebulous" and should not be converted into an 
aggressive antitrust policy on the basis of knowledge then 
L available.  "We strongly recommend," stated the report, "that, 
the Department (of Justice) decline to undertake a program of 
action gigalnst conglomerate enterprises..." 

A similar view was set forth by many outside the Government. 
In an article In Fortune in September of 1969, Robert Bork, then 
a professor of antitrust law at the Yale Law School, attacked 
the policy of antitrust enforcement against conglomerates that 
he thought was emerging at the Justice Department. He noted 
that unless conglomerates mergers were involved in horizontal 
price-fixing within an Industry, there was no economic founda- 
tion for believing that they were anti-competitive. He also 
noted that "The campaign against conglomerate mergers is 
launched In the teeth of the conclusion reached by the task 
force that President Nixon himself appointed to study and 
report on antitrust policy." 

A second major concern of the President and his advisors 
was their fear that the ability of U. S. companies to compete 
In the world market might be threatened by antitrust actions 
against conglonorates. The United States faced a shrinking 
balance of trade surplus and the President and many of his 
advisors felt that U. S. multi-national companies could play 
an important role in Improving the balance. 

The President feared that antitrust action against those 
companies which was based upon somethinn other than a clear 
restraint of trade would render them less able to compete    _y 
with the government-she It ere d_aud snnnf:r)r««xi.J-rLdu.c-tr.i "T |—s~--fc——•?— 
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REMARKS BY MR.   PiAROLD S.   GENEEN,  C^'LAIRMAN AND PRESIDENT 
INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION,  AT 
1969 ANNUAL MEETING OF ITS STOCKHOLDERS -- SHERATON-CADILLAC 
HOTEL,  DETROIT,  MICHIGAN ON JUNE 26, AT 2 P. M. 
Ladles and Gentlemen: 

On behalf of the Board of Directors and Officers I want to welcome 

you to your 49th Annual Meeting. 

This is our first meeting to be held in Detroit which reflects our 

policy to bring ITT to the stockholders throughout :he country's economic 

and financial centers. 
During the past 10 years we have brought our Annual Meeting to 

Baltimore, San Francisco, New York,  Boston, Philadelphia, Cleveland, 

Los Angeles, Atlanta, Denver, and today -- Detroit. 

Today's meeting also has a special historic significance for the 

Company -- today's meeting is the first official meeting at the beginning 

of its 50th Anniversary Year. 

• Turning back now to Detroit and the State of Michigan,  this is an area 

that has increasing significance to ITT.    We are represented in the area 

by 19 of our major divisions which provide a variety of services and more 

than 20 product lines. •    . • .       •       . 

. We are clients of Detroit's great banks and financial institutions and 

nnajor purchasers of its products.    The annual dollar volunne of our own 

activities in this area alone would total well over $100 million. 

Among the better known of our activities in the Detroit area are: 

Thompson Industries,  suppliers to the automobile trade. . . . 
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2. In 196ft, Mr.  Nixon appointed a Task Force on Productivity 

and Competition to review antitrust policy and make recommendations. 

The task force, headed by Professor George Stigler of the University 

of Chicago,   presented its report to President Nixon on February 18, 

1969 and recommended against immediate legal action re:   conglomerate 

mergers. .    . 

^Tage 
Ea       The Stigler Report,   115 Cong. Rec.  15653,   15656(1969)-    26 

2b"       White House "White Paper, " The ITT Anti-Trust Decision. 
Januarys,   1974,   2    31 

2c        Remarks of Harold S.  Geneen,  ITT Chairman and President. 
June 26.   1969. Annual Meeting of ITT Shareholders,  8-...   33 
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3. Apparently,  in June of 19&9. Mr.  Genecn f;r.urjht to meet with 

President Nixon about certain financial cir.d economic concerns of 
! • , ' , 

j     ITT,   including,  but not linnitcd to,   the nntUrust sni'.^.    John N. 
j \ . 

Mitchell, for one,  thought the meeting would be iiir.ppropriate     " 

I    because of ITT's legal involvement witli the Department of Justice. 

The meeting was not schedule. 

Page 
3a Letter of June 9,   19o9,  froin Lorcn M. Berry 

to the.President enclosing one co})y of a June 3,       .' 
.    '    1969,  letter fronn Geneeii to Maurice Stans.    36 

• 

3b   .       Memorandum of July 14,   I969,  from John 
Mitchell to John Ehrlichman  43 

3c Memorandum of July 16,   19^9,  from Dwight L. 
Chapin to Peter Flanigan 44 

/ ,        *--*   . • ••.•..-:•: 
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LOREN M.  BERRY 
Chtlrman of th« Board 

3A.     LOREN BERRY LETTER^ JUNE 9.  1969 

L.M. BERRY AND COMPANY 
p. O. Box 8000  • Dayton, Ohio   AaAO^ 

Araa Coda B13      Baa-«311 

June 9,   1969 

President Richard M.  Nixon 
The "White House 
Washington, D. C. 

Dear President Nixon: 

I am sending you herewith copy of a letter containing late 
information regarding matters of vital importance to our 
country both at home and abroad. 

The letter, dated June 3rd,  was written by Mr,  Harold S. 
Geneen, President of International Telephone & Telegraph 
Corporation,  to Secretary Maurice H.  Stans,  and sets 
forth vital information which I believe you would like to 
have.    I note that Mi^   Geneen has asked to see you in the 
hope that he can give you any further facts needed.     I 
sincerely hope you can arrange such a meeting at an_ 

• early date becauseXde]ftnitely:ie'6trthat.it vypuld be_a_two- 
'way street; namely*  that you can be of real help to each 
other, both from a national and an international standpoint. 

I want to thank you for a wonderful evening at your dinner 
party May 27th.    It was a real pleasure for me to be there, 
also to see you looking fine. 

Best regards and all good wishes. 

As alvua^. As alvua^. 

Loren M.  Be rry 

LMB/lm 

End. 
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INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION 

320  PARK AVENUE 

NEW YORK.N.Y. 10022 

June 3,   1969 
The Honorable 
Maurice H.   Stans ' * . 
Secretary of Commerce 
14th and Constitution Avenues,   N. W. 
Washington,   D. C.     20230 

Dear Maury: '     ' •       . 

From the newspaper reports I can see the immense amount of globe- 
circling coverage you have been putting into some of the long-standing prob- 
lems of the Department in an effort to get them cleared up promptly.    I think 
your example bears out what all of us knew you would accomplish in a diffi- 
cult public assignment. 

Because of your own load I hesitate to raise any further problems 
with you,  yet timing is of such importance that I would appreciate very much 
your reading the contents of this letter,  and then perhaps I can talk to you 
Isriefly on the phone without disturbing your work schedule too much. 

First,  to put this in context,  I write concerning a problem that involves 
national policy and also deeply involves our connpany and which,  very impor- 
tantly,   connes under the jurisdiction of your Departnnent. 

The United States balance of payments situation is,   in my opinion, 
probably the most difficult,   long-standing problem that the nation faces and 
it will continue to be potentially the most dangerous and troublesome one 
that will be with us into the future as far as we can see. 

Essentially,  the payments problem is a balance of trade problem that 
primarily confronts the Departnner.t of Commerce for solution.    Against this 
background,  let me use our company as an example of the difficulties that any 
of us in this activity faces. 

First,   ITT has consistently brought back cash to the United States -- 
"net of everything" -- for the past 20 years. 

The rate at which we are bringing this back has been doubling every 
five years. 
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This year,   1969,   ITT will bring back approximately $200 million 
(net oi evcryUiing). 

At the pace we are moving,  in the next four years we should 
bring home rtpproximately $1 billion (again net of everything).    Yet 
there is a problem for any U.  S.   company in "bringing back the bacon" 
in l)::s mai'.r.i;r. 

Let me recall my early days with the company ten years ago 
to explain.    1 had been in the conn.pany little more than IZ months when 
Cuba seized our telephone company in Havana which,  at that time, 
represented about one-quarter of our total earnings.    Despite the 
fact that Bob Murphy,  then Undersecretary of State for Political 
Affairs,  assured me that the U.S.  Government would have the company 
back for oar sliareholders in 90 days,  ten years have passed and Castro 
still runs Cuba and we still do not,  of course,  have our telephone 
connpany back.    Nor has the telephone company been returned that was 
expropriated in Brazil (though on that one we received some compensation), 
and every morning I look for a headline about what will happen to our Peru 
Telephone Company,  a pawn in the current problem in that country. 

When we lost the Cuban Telephone Company,  we lost a great 
deal of investor confidence at that time.    The loss coupled with the fact 
that 80% of our earnings then came from overseas,  although some 93% 
of our stockholders were (and are) U.S.  citizens,  gave us a tremendous 
problem.    We decided then and there that it was necessary for us to 
es,t«lblish a broad,  firm U.S.  base in order to continue to carry on 
foreign trade.    This we have done,  complying with all of the laws of the 
U.S., including those of Antitrust. 

In short,  Maury,  in order for a U.S.   company such as ours to 
be a "bacon winner" for you abroad and'to be able to continue to contribute 
to the balance of payments account,  we have found it is absolutely essential 
to our stockholders' confidence and support,  to establish credit and raise 
money abroad-- to do all of the necessary things witli which you are so 
familiar --to have a large,   strong domestic base.    We put the require- 
ment as approximately two-thirds domestic to one-third overseas earnings. 

I think our record on balance of payments testifies to how well 
this systeiTi works,  including the fact that any acquisitions we have rrade, 
we have taken overseas promptly to enhance both our positions abroad 
and to maintain our "bread winning" role. 

V 
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1 Now,  as rij^ainst this problem,  we are running into a problem 
with the Antitrust Division of the Justice Department which is suing us on 
mergers we announced last year,  and we are advised by counsel that this 
is bising done un highly speculative and improper grounds.    As a matter 
of fact,  Mr.   McLaren now candidly admits to us that ho is really bringing 
suit because we are a "conglomerate" and because we are now a "big 
comjiauy" and that he will continue to do so using any pretext he can 
dream \ip.    This policy of Ms,  McLaren's is all the more difficult to 
understand because we have and are proceeding in compliance with the 
antitrust laws of the land as they have been interpreted by the legal 
profession and the courts for a great number of years,  and in compliance 
with the guidelines laid down by the Justice Department.    We are still 
assured,  as I write,  by our antitrust attorneys that the grounds on which 
these cases are being taken probably will not stand up in court. 

This is reassuring to a degree,  but the suit filed and the prospect 
of other suits are a severe deterrent to carrying out our plans,   ruiuiing 
the business daily and,  most importantly,  a major impediment to contin- 
uing our role as one of the leading foreign commerce connpanies of the 
United States. 

Only last week we had a serious example of this negative impact 
abrpad.    We had a bond issue in the United Kingdom that was simply a 
flqp'.    This was our first flop in 25 years of raising funds abroad and while 
there are many factors that have to be considered,  certainly one that cannot 
be overlooked -- reflective of the antitrust policy -- was a press report, 
prominently placed in The Times of London,  on the issue saying that 
"the U.S.  Government was against ITT because it is a conglomerate". 
The European pickup of The Tinnes story and the failure of the issue will 
not,   to put it mildly,  be helpful to us or to you. 

The significance of the unwarranted and unjustified antitrust 
policy now appears in light of the responsibilities of your own Department 
in connection with the balance of payments effects in our activities abroad, 
as well as domestically. 

Now,   let's look at some additional facts. 

1.      There are in existence two outstanding reports on the economic 
effects of antitrust policy,  and the role of the conglomerates is dealt with 
specii'Jcally.    These reports were compiled by outstanding panels of 
economists,  one at ihe request of former President Johnson,  the other 
at the request of President Nixon.    The first report is known as the Neal I 
Report and was released last week by Mr.  McLaren after repeated requests    ' 
for its disclosure. 
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The report states very simply,  in effect,  that the suits 
coiitc-i-j-iplated against us are now supported by law ai^.d it recommends 
furtl'ior a pujicy of antitrust enforcement that would not liavc provided 
a basis at all for the suit that was filed against our nnerpcr with Canteen. 

The second report,  known as the Stigler Report and connpiled 
by an eminent panel of businessnien and economists,  not only reiterates 
the main points of the Neal Report,  but even niore emphatically opposes 
the use of the Antitrust Division to curb mergers on the basis of "way-out" 
theories of "reciprocity",    "potential competition",  etc. ,  except where 
clear evidence of illegality exists.    The Stigler Report has not been 
released though it has been reported as a "secret Nixon Report" in the 
Washington Star,  and reliable sources are quoting its contents in 
Washington. 

2. In a discussion with Arthur Burns,  I found that his general 
thoughts support the position that there is no sound basis for the unwarranted 
attack on conglomerates that is being waged. ' 

3. In an informal discussion with David Kennedy,  1 found that 
bis concerns are against "improper concentration within an industry" 
and not with conglonnerates per se or because of size,  a position also 
taken by the Neal and Stigler Reports. 

In talking with several of the key Republican policy people in 
the Congress,  including Senator Dirksen and Congressman Ford,  I find 
they hold equally strong views against unjust attacks on conglomerates 
because of size per se or "fancy" theories of reciprocity which are 
untried in law and generally regarded as unsound. 

Among the Government Departments which would be directly 
involved,  it appears your Departnnent would have a sharp and immediate 
interest.    Of course,  I don't know your detailed views on this subject, 
but 1 do have the impression that you were concerned about the aspect 
of "raiders" in the business world.    As you know,  this has also been the 
concern of Congressman Mills.    As I am sure you are aware,  we have 
never indulged in these "raiding tactics".    On the contrary,  all of our 
mergers have been jointly agreed to,  they have been harmonious and 
the considerations have been represented by normal stock securities. 
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It does appear,  Maury,  that the need for your support of large 
American foreign trade companies is very real.    The need is to be 
allowed a domestic base from which to move with assurance in world- 
wide trade. 

This,  I think,  is demonstrated by the fact that such acquisitions 
as we make are done freely,  that they are paid for fairly,  with proper 
securities.    Most importantly,  these kinds of acquisitions result not 
only in more efficiency dome'stically, but -- by carrying these activities       » 
abroad-- they increase the ability to expand balance of payments remittances. 

It does seem that almost every one in Government who should be 
concerned with these matters is in agreement on one thing -- that a proper 
policy would recognize the care with which we have planned our activities 
in close compliance with the law,  as well as the very real contributions 
we are making domestically in addition to remittances from abroad.    I 
have said "almost every one".    There are those, however,  who seem to 
feel that the only proper course is one of harrassment and of punitive 
legal actions. 

Since it appears we are to be the first at bat,  there remains only 
this question -- "While there is still time,  how can we do anything about 
thia?" 

I have asked to see the President in the hope that I can draw the 
facts to his attention. 

I can see no virtue in any discussion with Mr.  McLaren or in 
turn with the Attorney General who either from conviction or commitment 
continues to express support of Mr. McLaren's actions. 

The purpose of this letter is to see if I can elicit your support • 
based on the facts that I have outlined here to do two things: 

1.     See that the Stigler or Nixon Report is released officially. 
I believe it might have a healthy influence on this problem since it 
represents the Administration's best advice on policy solicited at the 
President's request. 

] 
] 
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• 2.    Possibly,   since I feel this directly and indirectly affects 
your own responsibilities,  that you request that there be an Administra- 
tion review and reappraisal of these policies with all of these facts now 
brouj>ht to light.    Sufficient differing policy,  versus the current activities 
of the Justice Departnrient in attacking conglomerate mergers on specula- 
tive grounds,  has been expressed at high enough levels,  as detailed above, 
to indicate that such a review would be in order. 

I do want to point out that while this is essentially a broad pol 
issue,  our company is directly and justifiably interested in the outcome 

icy    "1 
e.       J 

I would like to talk with you briefly on the phone,  after you have 
read this,   if I may have the opportunity. 

Thank you for your courtesy and consideration. 

Sincerely, 

M/ 
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THE ATTORNEY GENERAL 

WASHINGTON 

July 14,  1969 

TO:   John Ehrlichman 

FROM:   Joi 

RE:   Attached 

As you may know,  Mr. Geneen's company is involved 
in a number of antitrust suits with the Justice Depart- 
ment.    Further,  some of the companies in his conglom- 
erate are represented by the Mudge firm.    I would see 
no reason for the President to see Mr.  Geneen unless 
he wants further review of the antitrust problems from 
him.    Needless to say,  the Geneen letter attached 
does not reflect accurately the legal position of the 
Justice Department in the antitrust sviits. 

It might be well to leave this matter with Maury Stans 
for a follow-up on the balance of payments matter. 
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July 16,   1969 
V'eclccsday - 3:15 p.m. 

}AJi:r,iORAllDU2A FOR MR. PSTSR FI>ANIGi\N 

SUBJECT: Propoasd Appolntmeat r.-ith tho President for 
Karold Gfinecu of ITccT 

In accordance Nvitb tha recotnmsndationa tUat yoiisst forth in your 
znanaorandum (s-ttacla^d), we have not scbaduled an appointmeut for 
Harold Ganccn of IT«T. 

Since you are famlliax *^ltb all the matters relating to the subject 
matter, I would lUce to suggest that you talk to Bryce Harlow and 
see if it ia ayrcsable v;ith him for you to call 'sVilson snd erqalain 
why xt would be inappiopriato for tho president to see Gcneen. 

^ 

DV/-IGHT L. CKAPi^I 

DLCray 
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4. In March,   1971,   the Solicitor General authorized an appeal 

to the Supreme Court from an adverse decision in the United States v. 

ITT (Grinnell) case because of practical difficulties in the future if 

the decision were left standing.    The Solicitor General and his asso-- 

ciates thought the case to be very hard; his chief deputy thought the 

government's chances of winning were minimal. 

Page 
4a        Memorandum from A.  Raymond Randolph,  Jr. to the 

Solicitor General dated March 2,   1^71......    46 

4b       Memorandum from Daniel M.   Friedman to the Solicitor 
General, dated March 15,   1971; I, 4-5* ••••••••••••••••• 55 

4c       Supplemental memorandum from A.  Raymond Randolph. 
Jr. to Daniel M.   Friedman,   dated March 25.   1971; I,  2;.   60 

4d       .Mdemorandum to the Solicitor General from Daniel M. 
Friedman dated March 26,   1971      62 

4c        March 26,   1971,  appeal authorization of the Solicitor 
General..... •• •      63 
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-P.I'ARlMt.Nl- Ol- JUVHC:ii I.;MTI:I) SIAIKS C.OVK'   wv.^iv 

Memorandum 
TO The Solicitor General DATB:  March  2,   1971 

/?/^ '/7 
yCluOM : A. Raymond Randolph, Jr. 

SUUJECT: United States v. International Telephone & Telegraph 
(p. Conn.) _^  

I recommend appeal to the Supreme Court, although 
not on the primary basis set forth in the accompanying 
memorandum from the Antitrust Division. 

Appeal is sought mainly on the ground that the 
district court erred in refusing to consider evi- 
dence ^  of a trend toward concentration in the 
economy as a v/hole.  Basically the theory is this: 
Section 7 of the Clayton Act forbids one corporation 
from acquiring another "where in any line of com- 
merce in any section of the country, the effect of 
such acquisition may be substantially to lessen com- 
petition ..." The Court has held that "any section 
of the country" can mean the entire countiY» United 
States V. Pabst Brewing Co-. 384 U.S. 546, and it 
should similarly hold that any line of commerce can 
mean the entire economy.  The Court has also recog- 
nized that a trend tov/ard concentration in a speci- 
fic product market is relevant in determining whether 
a merger may have a substantial anticompetitive effect 
in that market.  United states v. Von's Grocery Co., 

^ Dr. Mueller's proposed testimony. 

h:)~l-r!':.>!'• 
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384 U.S. 270, 277-278; id. 281 (VThite, J. , concurring). 
Thus, a trend tov/ard aggrccjate concentration in the 
entire economy should be considered as relevant in 
determining whether a merger violates Section 7. 

The obvious question is relevant to what? To 
the effect of this merger on competition in the par- 
ticular product markets or to the effect on competi- 
tion in the entire economy? VJhile it is far from 
clear in the memorandum, apparently Antitrust v/ould 
ansv/er "both." Thus, one theory is that v/ith respect 
to the particular product markets involved in this 
merger, something less than the usual quantum of 
proof is needed to show that there may be substantial 
anticompetitive effects if, in addition to such 
proof, the government can shov/ a trend in the economy 
toward increasing aggregate concentration (see p. 25, 
2d 5).  The other theory is that this merger will 
increase aggregate concentration; that a considerable 
increase in aggregate concentration should be equated 
v/ith a substantial lessening of competition under 
Section 7; that the general trend tov;ard concentration 
supports this equation and must be considered in 
assessing the effects of an increase in concentration 
by a particular merger; and that the anticompetitive 
effects in Grinnell's product markets are a micro- 
illustration of the general results of greater con- 
centration through conglomerate mergers.  (See p. 5, 
1st 5.) 

At the outset I should note that there is no 
serious problem about v;hether we properly raised 
these issues below.  The Memorandum in support of 
Dr. Mueller's proposed testimony does seem to focus 
only on the first theory: 

Consequently, such evidence [the trend) 
is relevant to, the issues in this case in 
two respects.  First, the specific anti- 
competitive consequences of this merger must 
be considered within the perspective of this 
merger trend.  The result of placing this 
merger against that background is to require 
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that greater judicial concern be given 
to demonstrated anticompetitive effects 
within specified lines of commerce, 
because of the additional impact upon 
competition in general.  [p. 9] 

But other statements do hint at the second theory 
also: 

In addition; apart from its in- 
stant anticompetitive consequences, this 
merger must be viewed as one which would 
further and encourage the previously 
discussed trend tov/ard increasing con- 
centration.  [Id.] 

As to the first theory, I fail to see why 
it is at all necessary to argue that Section 7 should 
be construed so that "any line of commerce" means 
all lines of commerce.  If the general trend toward 
concentration bears on how the merger will affect 
competition in, for example, the fire sprinkler sys- 
tem market, then the court should consider it — and 
vice versa.  But the interpretation of Section 7 has 
nothing to do with this. 

However, rather than offering reasons why this 
trend is relevant the attached memorandum seems to 
proceed on the basis that it is sufficient to argue 
that Section 7 can mean "all lines of commerce": 
Congress itself deemed the evidence of a trend tov;ard 
concentration relevant and that is enough.  One 
obvious difficulty with this approach is that the 
legislative history in support of construing Sec- 
tion 7 to mean "all lines of commerce" is weak. 
Obviously in order to persuade the Court to accept 
this construction something more will have to be 
shown.  And that something must consist of a demon- 
stration of the pertinence of this trend with 
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respect to competition in the particular lines of 
commerce involved in the notgcr.  Unfortunately- 
such a demonstration has not been made and, frankly, 
I doubt v/hether one could be. 

Moreover, even if Section 7 is interpreted as 
Antitrust urges, there is still the problem v;hether 
proof about aggregate concentration in the entire 
economy — that is the trend toward such concen- 
tration — assists proof v;ith respect to particular 
product markets.  If more than the trend itself is 
needed to show a lessening of competition in all 
lines of commerce, and if the other evidence is less 
than adequate to show this in a particular line of 
commerce, there is no apparent reason why some 
combination of the two shows a substantial diminu- 
ition of competition within a particular product 
market, other than the bald and conclusory assertion 
that increases in aggregate concentration through 
conglomerate mergers must be stopped somehow.  This 
seems to be little different from a case where we 
have introduced insufficient evidence of anticom- 
petitive effects v/ithin the entire country and ^Iso 
vithin a specific geographical market.  No one would 
contend that this nevertheless makes out a violation 
of Section 7 v/ith respect to the specific market 
area.  Yet the arguments in support of the proposed 
theory do essentially just that, although for lines 
of commerce rather than for sections of the country. 
Unless it can be shown hov; the trend increases 
the probable anticompetitive effects of the merger 
within the product markets, unless this nexus can 
be supplied, the proposed theory is baseless. 

It must be remembered that the trend we seek to 
prove is a trend tov;ard aggregate concentration, not 
market concentration.  (Apparently most economists 
agree that there is no trend toward the latter.) 
As indicated above, there are, in my view, no grounds 
for arguing that this has an anticompetitive effect 
on a particular product market.  To be sure, ITT is 
one of the largest conglomerates; it has been gobbling 
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up companies in diverse industries in the past; and 
this past practice, together with the general trend 
in the economy toward increasing concentration, in- 
dicates that ITT v/ill continue to follow the same 
course in the future.  As ITT acquires more and more 
companies, the opportunities for reciprocal dealing 
brought about by the acquisition of Grinnell, v/hile 
perhaps somewhat less than substantial at present, 
may intensify.  If this v/ere the theory, it would 
at least be understandable.  But (a) the trend adds 
little, if anything, to the force of this argument, 
and (b) this is not the theory.  The difficulty in 
considering the trend toward aggregate concentration 
with respect to effects within specific product 
markets is not so much in requiring courts to try 
to add apples with oranges.  The fundamental pro- 
blem is that we have given them no reason to even 
try to perform that task. 

Perhaps this is v;hy no satisfactory basis has 
been offered for explaining just how the trend toward 
concentration should be combined with other factors 
to allow a court to form an overall judgment about 
the case-  (Of course, it is asserted, as indeed it 
must be, that the district court's failure to ccn- 
sider Dr. Mueller's testimony made a difference 
in the outcome [p. 25].)  Obviously if one cannot 
shov; v,^hy certain evidence is relevant at all, it is 
impossible to say how much weight a court shouSd give 
to such evidence in deciding the case before it. 

II 

The other theory of the case is that this merger 
has lessened competition in the entire economy — 
all lines of commerce — and that the trend toward 
aggregate concentration relates to this.  One might 
ask how this could possibly help when there appears 
to be trouble enough in making out a case v;ith 
respect to only a fev; lines of commerce.  Actually 
it would be easier to show a violation of Section 7 
under this theory for little more than the trend 
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plus the size of the merging firms would have to 
be proved. 

As noted earlier, the Court has held that a 
tendency toward increasing concentration in a pro- 
duct market is highly relevant. The reason is that, 
in the Court's view, an industry that tends toward 
oligopoly becomes less competitive.  VThile a par-^ 
ticular merger, as seen in isolation, may seem to 
push the industry toward oligopoly, it may be that 
other new firms have been entering so that the 
overall movement is in the opposite direction.  Also, 
the concept of oligopoly itself necessitates looking 
at more than one firm; the actions of other firms 
in regard to their share of the market must therefore 
be ponsidered.  Thus, the trend toward concentration 
in the market is highly relevant. 

The basic probelm with using this approach v/ith 
the.entire economy is twofold.  First, as noted above, 
the increase has been in aggregate concentration, not 
market concentration.  (This is perhaps understand- 
able in light of the fact.that conglomerate mergers 
do not increase market concentration.) VHiile there 
is substantial economic opinion that increases in 
market concentration do not decrease competition, 
there is an even more weighty line of authorities 
vho contend that increases in aggregate concentration 
do not have any appreciable effect on competition. 
(Dr. Mueller, of course, does not agree.)  Second, 
and more important, the trend in a product market 
"has been treated by the Court as just one factor to 
be considered.  But here, aside from the size of the 
merging firms, we have little else to offer. 

Thus, if we ask the Court to assess the com- 
petitive effects of this merger on all linos of 
commerce, the question arises whether we can supply 
any meaningful guideposts.  The Court has stated 
that "the purpose of delineating a line of commerce 
is to provide an adequate basis for measuring the 
effects of a given acquisition."  United .States v. 
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Continental Cnn Co., 378 U.S. 441, ^7.  Surely the 
trend plus the size of the accjviircd firm cannot be 
enough.  Suppose Grinncll, although relatively cj[uite 
large, was not a leader or even close to a leader 
in its product markets and suppose also that the 
top four firms in that market held a significant 
combined share.  It wouJd seem that ITT's acquisition 
could in fact increase competition; at the least, 
competition would certainly not be decreased.  Yet • 
the merger certainly added to the trend tov/ard 
aggregate concentration and under the proposed 
theory it v\'ould presumably7*violation/^Section 7. 
However, one viev/s the desirability of such acquisi- 
tions as a policy matter, the fact is that there was 
certainly no intention to forbid them under Section 7; 
indeed encouraging this kind of activity may have 
been part of the purpose of the statute.  In short, 
if trend and size are the only relevant factors, 
this v;ould mean simply that conglomerates cannot 
acquire relatively large firms.  I don't think 
there's a ghost of a chance that the Supreme Court 
V7ould buy such a nonselective and indiscriminate 
approach. 

This brings me to the question how the evidence 
with respect to competition in Grinnell's product 
markets comes into play.  One thing seems certain. 
The fact that we have failed to show a substantial 
lessening of competition within those markets — 
assuming that the district court v;as correct — can- 
not be fatal under the proposed theory.  For if such 
a showing were required, then the theory itself 
v;ould be mere surplusage.  On the other hand, if, 
the proven effects of the merger in particular 
markets are intended to illustrate the general 
result of increased aggregate concentration, it seems 
quite damaging that these effects are somewhat less 
than substantial in the very product markets directly 
involved in the merger (again assuming the district 
court was correct in this regard.)  There appears to 
be no satisfactory v/ay out of this dilemma.  Indeed, 
given this problem it is difficult to see why we 
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should even address ourselves to the anticompetitive 
consequences within Grinncll's product lines. 

Unfortunately I must conclude that neither 
theory comes even close to liolding v;ater.  Quito 
frankly, v/e should not attempt to take a case to 
the Supreme Court on such a flimsy basis. 

However, it would be unwarranted to conclude 
from this that we have no v.'eapons under Section 7 
against conglomerate mergers. We of course still 
have the more traditional arguments with respect 
to entrenchment of a dominant firm, although these 
proved less than persuasive to the district court 
on the facts of this case. Another line of attack 
which at least seems more persuasive than the approach 
proposed here would be to argue that the acqusition 
of one of the top.four leading firms in concen- 
trated marJcets should be illegal because (a) the 
possibility that that firm will become further en- 
trenched, thus making the market more rigid, and (b) 
even if this in itself might not be enough to show 
a substantial lessening of competition it should be 
considered as such because the acquisition of a more 
minor firm would have helped it to increase its 
share of the market, thus decreasing market concen- 
tration.  Obviously the major argument against this 
is that v;e are not showing a lessening of competition, 
but rather the failure of the merger to be pro-com- 
petitive.  Nevertheless I still believe that this 
line of argument is much more tenable than the 
theories ej^ressed in the attached memorandum. ^ 

Although I wpuld thus not appeal on the basis of 
the theories discussed above, there are, however, two 
grounds on which I v/ould recommend seeking Supreme 

^    Since we did not argue this below, I should 
think that we cannot now offer it to the Court. 
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Court review.  The first is with respect to tlic 
district court's finding that Grinnell is not a 
"dominant" firm in its product markets.  This term 
has never been defined by the Court and here the 
district court supplied no definition.  The meaning 
of the term is important because it has been thought 
that if a dominant firm becomes more entrenched by 
the merger this will substantially lessen competition. 
(5ee pp. 29-30. of the Antitrust memorandum.)  The 
memorandum spells out in detail the arguments 
against the court's finding (pp. 29-33) and these 
seem quite persuasive. 

I recognize of course that the district court 
v/ent on to hold that even if Grinnell is a dominant 
firm the government's proof is nevertheless inadequate. 
On this score I think we can mount a strong attack 
against the court's findiiigs v/ith respect to the 
possibility of reciprocity.  Again this seems to 
give rise to significant questions on v/hich the 
Supreme Court has not yet spoken:  e..^-' v;hether it 
is enough to shov; that the structure resulting from 
the merger makes reciprocal dealing likely regardless 
of the acquiring firm's disavowals of SLlowing this 
practice; and whether the possibility of reciprocal 
dealing must entrench a dominant firm in order to 
be deemed substantially anticompetitive or whether 
that possibility standing alone is enough.  See pp. 
41-42 of Antitrust's memorandum. 

In my view a win on either or both of these 
grounds will go a long way toward halting the trend 
toward conglomerate mergers and will certainly be 
a significant step in the direction that Mr. McLaren 
has indicated the Department of Justice should move. 
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Re: United States v. Internabional Telephone 
and Telegraph Corporation (P. Conn.) 

I recommend APPEAL. 

This is the first of the government's conglomerate merger cases that 
has been decided. Since the beginning of his administration as head of 
the'Antitrust Division, Assistant Attorney General McLaren consistently 
and repeatedly has taken the position that Section 7 of the Clayton Act 
reaches such mergers; in a I969 speech the Attorney General suggested a 
similar belief. Three other conglomerate cases are pending before the 
district courts. Considering all the circumstances, vre really have no "^ 
choice but to seek Supreme Court revievf of this decision which, if left  | 
standing, woiild be a serious adverse precedent that probably would doom  I 
our remaining cases and vrould also make it extremely difficult to proceed! 
against futxire conglomerate mergers. •* 

The basic problem is developing effective theories upon which to 
challenge Judge Timbers' decision. The latter, unfortunately, is an 
able Job, and at every turn we will be up against carefully dravm findings 
in which the judge's credibility determinations played an important part. 
It is vital that our appeal not involve a v^holesale frontal attack on those 
findings; we must avoid presenting the case so that the appellee effectively 
could argue that "What the Government asks, in effect, is that we try the 
case de novo on the record, reject nearly all of the findings of the trial 
co\rrt, and substitute contrary findings of our own" (United States v. Yellow 
Cab Co., 338 U.S. 338, 3^0). V7e may have to challenge some of the findings-- 
the fewer the better, of course—but basically our case for reversal must be 
that the district court applied the wrong legal standards in holding that 
this merger did not violate Section ?• Several theories are possible. 

1.  The most persuasive argument to me is that the nature of the large 
modern conglomerate enterprise necessarily carries with it a sufficiently 
serious likelihood of reciprocity that the effect of its acquisition of a 
major firm may be substantially to lessen competition in that firm's industry 
within the meaning of Section 7. Federal Trade Coitmiission v. Consolidated 
Foods Corp., 38O U.S.  592, seemingly anno\inced the rule that the acquisition 
"of a company that commands a substantial chare of the market" (as Grinnell 
does here) violates Section 7 if it creates the "probability of rccipi'ocal 
buying" (p. 600). The Court recognised that the "'mere possibility' of the 
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prohibited restraint is not enough" (p. 598) and it relied heavily on tlic 
Commicsion's findiny, solidly suijported by clear proof, that the mercer 
there created a real likeliliood of reciprocal bxiying. 

In the present case, on the otlicr liand, the district court found ex- 
pressly to tlie contrary. It ruled (inimconraphod oianion U7-'i8) that "the 
substantial, ci'edlble evidence demonstrates that reciprocity and rccipixicity 
effect is not likely to occur, even if the mercer were to create the oppor- 
tunity for reciprocal dcalinj;, particulai-ly in vievr of ITT's anti-reciprocity 
policy, implemented by the v-ithholdins of purchasing emd sales data and the 
profit center organization of ITC" and that "the government has not svistained 
its bui-den of establishing either that the merger v-dll create an opportunity 
for reciprocal dealing through a market structure conducive to such dealing, 
or that reciprocal dealing in fact is likely to occur even if the merger 
were to create an opportunity for it." It reached these conclusions on the 
basis of a comprehensive emd careful analysis of th.c evidence, and its 
findings \^dll be extremely difficult to overturn. Our best chance will be 
to argue that the findings rest upon an erroneous concept of what kind of 
showing the government must make to prove the "probability of reciprocal 
b\iying," and that the court has imposed too strict a standard upon us. The 
problem, of course, is that the proof vre urge as sufficient may strike the 
Supreme Court as shovdng only a mere possibility, and not a probability, 
that the m.erger vri.ll substantially lessen competition. Although there is 
some support for our position in the recent V/liite Consolidated decision 
(N.D. Ohio, February 2k,  1971)—vri.th its acceptance of the theory that a 
merger leading to "reciprocity effect" may involve a significant change in 
market structure—that decision was on an application for a preliminary in- 
jui^jtion, and the court did not have before it the detailed record of the 

' present case. 

2, Antitrust also proposes that we stress the advantages that vrould 
accrue to Grinnell as a result of IT&T's oimership of Hartford Fire Insvir- 
ance. The use of automatic sprinkler systems reduces fire insurance 
premivmis; insiirance brokers vri.ll point this fact out to their customers; 
and Hartford's brokers, who presumably are aware that Hartford is a member 
of the same corporate family as Grinnell, are hardly likely to be insensi- 
tive to the desirability of encouraging purchases from the latter, liareover, 
insurance brokers apparently are an excellent source of business leads for 
sprinkler installation firms, and ITScT's ownership of both Hartford and 
Grinnell vri.ll give the latter an entree not available to otliers in the 
business. 

The district court rejected this theory because of findings which, in 
its view, eliminated the factual basis therefor. Here, too, we v/ill have 
a hard time overturning the findings. More importantly, this theory is 
less attractive than the reciprocity approach for tv:o reasons: (l) If we 
won on tills ground, it vrould have no impact beyond this case and would not 
furnish an effective tool for challenging other conglomerate mergers.  (2) 
It seems somewhat anomalous to be attacking the Grin.nell acqidsition because 
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of the nllcp;edly harmful effects that flov; from ITfl-.T*s o;vners)»ip of Hart- 
ford, v;hcn in another case wc axe simultancoucly chiillencing IT&T's 
acquisition of that company. 

3. Antitrust stresses the cumiLlative effects of reciprocity, the 
fire insurance company interlock and various other tJ.lcf.ed competitive 
advantages of the merf:;er for Grinncll, from v.'hich it'concludes that the 
mercer is likely to entrench Crinnell's dominant position in the auto- 
matic sprinkler business. It contends that such entrenchment condemns 
the incr>-er under the rationale of Federal Trade Comrfiission v. Procter & 
Gamble Co., 386 U.S. 568. The findin£s of the district court, however, 
seriously underciit this theory.  In Procter & Gamble wc had the advantage 
of Commission findings that established the factual foundation for the 
entrenchiaent theory, and it v:as not difficult for the Supreme Court to 
accept those findings and then to conclude that they supported the agency's 
conclusion of probable anticompetitive effect. In tlie present case, on 
the other hand, the district court's findings lead to the opposite con- 
clusion. Particularly in dealing v/ith the entrenchment theory, I think 
that our argument seems particularly vulnerable to the charge that we have 
shown only the possibility, but not the probability that the merger will 
ca\ise competitive injury. 

The district court's reliance upon its conclusion that Grinnell is 
not the dominant company in its industry may be vulnerable. In the first 
place, Grinnell is the largest firm, vrith 20-2U percent of tJie market, and 
if it is not the dominant firm (although I think it is), it certainly is a 
d«jminant one, and that should be enough. In any event, as long as the 
accjuired firm is important and significant in the market, the entrenchment 
of its position due to a merger should suffice to condemn the merger under 
Section 7, whether or not it is considered dominant. But even if the 
district court is wrong in its dominance rxiling, vre still have to overcome 
the court's further finding that in any event the merger would not entrench 
Grinnell in the sprinkler market, and that is where our real problem on this 
"branch of the case will be. 

k.    Finsilly, there is the theory that this merger is invalid because 
it furthers a trend tov/ard economic concentration in the economy as a whole. 

(a). Tne  first facet of this theory is that amended Section 7 was in- 
tended to prohibit any mei'ger that produces a significant increase in such 
concentration.  ITnis argument—which I understand Antitrust does not no'rf 
propose to make—relies on the legislative histox-y of the 19'jO  a.'!iend,i.e:its 
to Section 7> in which Congress frequently indicated its concern over the 
increase of concentration in /anerican industry.  The difficulty is that 
the method Congress chose to deal vrith the problem was to strengthen the 
prohibitions of Section 7, but not to change its basic focus. Congress 
apparently did not abandon the traditiontil approach to mergers wJiich empha- 
sized t>io impact of the acquisition U|)on competition in the pai'ticular g^'"- 
Craphic and product markets involved; it merely provided a more flexible 
definition of those markets, in order to strike at the general trend toward 
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conccntralion by pi'ohlhitinc all merf.ora that have the i)ro3cribcd anti- 
competitive orft;cl. "in aiiy line of comnercc in any section of the country." 

Antitrust r.un:rc5tG (MDIUO. p. lO) that since in United Si^ates v. Pahr.t 
Brcviiir Co., 3oH U.S. 5^6, the Court hold that the Government nay eatablTch 
a violation of Soction 7 by "introduc[inr] evidence vrtiich chows, that as a 
rcciLlt of a iRcrf'.cr cfvnpctition may be r,nhKta;itial3.y lesacncd throuchout the 
coiuitry" (p. S>'J9), it can sinj.larly establish a violation',by shuvling a 
Generalized Ics^cninc of competition in the economy as a vfliole. vdthout 
focusinc on any particxaar product.  In Pabst, hov/ever, the district court 
had recognized that the continental United States was a relevant Inarket; 
and v;e introduced evidence ohov.dng a sicnificant trend tovrard increases in 
the level of concentration in the beer business on a nationaJ. basis, vrtiicli 
the Pabst-Blatz merGcr sicnificantly furthered. It is quite another matter, 
however, to conclude that because there has been a general increase in 
concentration in the economy as a v/hole, a merger of two large firms v/hich 
increases that concentration—although necessarily only slightly—produces 
the anticom:,2titive effects that Section 7 condemns.  This theory leeids to 
the conclusion that any merger--whether conglomerate or not--violates Section 
7 if the cora.panie3 are large enough that their combination fairly can be said 
to be a signj-ficant step tov.'ard furthering concentration in the vrhole econor^'. 
Perhaps Congress niai'  enact legislation taking that approach to mergers, but 
it is difficiat to conclude that it di.d so in Section 7 of the Clayton Act. 
This theory also v-xiuld require the Court to ignore its frequent statements 
that, in order to deterrrlne the anticompetitive effect of a merger, the 
relevant geographic and product markets must first be ascertained. 

(b). A second aspect of the aggregate concentration theory is the one 
Antitrust seemingly now virges: that because there has been an increase in 
concentration v/hich in recent years has been mainly the result of conglomerate 
mergers, a lesser degree of proof of traditional antitrust criteria should 
suffice to establish illegality in conglomerate merger cases. Under this 
analysis. Antitrust argues that the evidence it cites to show the entrench- 
ment of Grinnell, although perhaps not sufficient to establish illegalilty if 
a nonconglomerate had been the acquirer, is enough where the acquirer is a 
large conglomerate.  I do not understand the basis of this analysis. The 
anticompetitive consequences that stem from IT&T's status as a conglomerate 
exist because of the vadespread nature of IT&T*s operations and the relation- 
ship between those operations and Grinnell's business. This relationship 
wovad be the same if IT&T were the only conglomerate. The fact that there 
are maiay other conclomeratcc that also h.ave made acquisitions that allegedly 
have vreakened the play of free competition in many industries is not relevant 
to determininf3 what the competitive effect of this merger is likely to be. 
It is difficult to understand v/hy lesser proof should suffice in a partictiLar 
case merely because elsewhere in the economy similar mergers have talcen place. 

To recax>ittaato: Wiis Ir. an oxtrcinoly difficult case, and our chances 
of vrlnnin;;. in the Supreme Court seem minimal. Ncvcrtlieless, I thiiJc wc have 
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no practical" choice but to appeal.    Oiir best approach is the reciprocity 
theory,  and even that nay foimder on the particular facts.     It ho].ds the 
best i>romij:e,  hovrcver,  and if accepted v/oiild provide a pov/orful tool for 
doaliii/j. vritli other conr^lomerate acciuicitiotis.     It is impossible to evaluate 
the streiir;tli of our various  theories vrlthout a detailed study of the lenpthy 
rccoj-d;  pcrliaps v/)i.cn v;e vn*ite the brief on the merits,   some of our other 
approaches may turn out to be stronger than they seem at present.    At tlila 
ctEige,  hov/ever,  all v/e can really do is outline our theories,  emd avoid 
axGuments that vrill not v/ithstand probing analysis.    We should take a 
bold and broad ajjproach that minimizes challenges to the findings of and 
disagreements >.dth the district court on minor aspects of its decision, 
and moulds tlie issues in terms that vdll avoid the appearance of seeking 
a trial de novo. 

M. 
Daniel M. Friedman 
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Memorandum 
TO        :     DiMF DATE:      3/25/71 

[•J/^niOM    :     ARR 

SUBJECT: SUPPLEMENTAL MEMORHNDUM FROM ANTITRUST 

Now that Antitrust has reiterated its 
strong recoirunendation that we appeal, we doubtless 
have to appeal.  On that much everyone agrees. 
Everyone also agrees that on appeal we should 
attack the court's holdings with respect to dominance 
and reciprocity, although I do not think that either 
one of us shares Antitrust's confidence that the 
court's findings of fact will not be a substantial 
problem because v/e need only challenge the infer- 
ences drawn from those findings. And finally every- 
one agrees that our chance<5r of prevailing on these 
arguments is mighty slim. 

But unanimity ends when we get to the 
business about the trend toward concentration, which 
is discussed on page 3. Antitrust answers none of 
our questions and meets none of our criticism about 
the relevance of that trerid. We are first told 
thtt the ITT-Grinnell merger will scare smaller 
sprinkler firms into merging with other large com- 
panies.  But even assuming this shows that an 
anticompetitive effect will result (whatever hap- 
pened to the desire to encourage foothold acquisi- 
tions?), (a) if the district court was right that 
the ITT-Grinnell merger will not have any signifi- 
EKRKS cant anti-competitive effects it is ted 
to see how we can show that the other firms will 
be scared into merging, and (b) what has this got 
to do with the trend toward concentration in the 
economy as a whole? 

(60) 



4C.    A.  MIMOND RANDOLPH^,  JR., MEMORAWUM, MARCH 25,  1971 

The rest of the second paragraph of page 
3 is, to put it bluntlyj, mumbo-jumbo.  Now it seems 
•the idea is that the trend is relevant only to ac- 
quisitions by large congomcrates of leading firms. 
Ergo, tliere should be no concern that foothold mergers 
will be prevented.  I am at a complete loss to under- 
stand why, if the trend is relevant at all, it is rele- 
vant only to the former situation.  In any event, the 
whole point of my memorandum and yours was that Anti- 
trust had failed to show how the trend toward concen- 
tration is relevant at all.  We still do not know. 

Where do we go from here?  I would strongly 
urge that the Dean, when he authorizes appeal, limit 
this to the dominance and reciprocity holdings of the 
district court.  If our case is weak on those issues, 
we will not even be able to put up a respectable front 
before the Court if we taint and obfuscate the rest of 
the case by attempting to work in some full-blown 'theory" 
about the trend toward concentration. 

Incidentally it seems quite strange for 
Antitrust to suggest (on page 4) that the ITTHSKSJlKiaS 
Canteen case could be considered by the court v/ith this 
one.  It is my understanding that Dr. Mueller's testi- 
mony was excluded in that case on^ the ground of inccsn- 
pet^ance because of the FTC's refusal to release under- 
lying data. The instant case has enough problems of its 
own without introducing that can of worms into it. 

A. R, RANDOLPH Jr. 
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Like Pa3' Randolph^ I don't find Antitrust's 
nemo narticnJarly illuminating. I a^ree 
that you should authorise appeal. But the 
orecise scone an-' form of our arp^unents 
must a%vait the jurisdictiorial statesient; 
r.'c should not atiennt to foreclose ricking 
any arguments that either hold out some 
nrospect of success or^ even if they real ly 
do notj present a theory tipon v/hicli the 
Funremc Court should rule--if only to open 
the ^^ay for Ic.^;! slat ion. 

D>MF 

] 

(62) 



4E.    ERVIN GRISWOLD APPEAL AUTHORIZATION, MARCH 26.  1971 

Retyped from indistinct original 
File HES 
60-149-037-1 

Office of 
The Solicitor General 

March 26,  1971 

Re:   United States v. International 
Telephone and Telegraph Corporation 

filing date:   April 20,  1971 (3/20/71 order 
Justice Harlan) 

DIRECT APPEAL AUTHORIZED. 

ERWIN N.  GRISWOLD 
Solicitor General 

I think this is a very hard case,  but it is an 
important one and Antitrust wants to go ahead, 
and it is in the public interest,  I think, that we 
should learn more about what the law is in this 
area.    ENG. 

] 

Retyped from indistinct original 
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L March    O,   1971 

Re:  United States v. International 
Telephone and Telegraph Corporation 

^J^AM.OJJ^^^'^Y'  ^^^t/^t) 
DIRECT APPEAL AUTHORIZED. 

I /^OPJ 
ERWIN N. GRISWOLD 
Solicitor General 
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5. After the President's telephone call of April 19, 1971, to 

Kleindicnst ordering him to drop the Grinnell appeal, Kleindicnst 

met,   in his office,  with McLaren and the Solicitor General and 

requested the Solicitor General to appl/ for an extension.   McLaren 

had no objection to the application for an additional extension of time. 

Pag« 
5a    Ervin N. G^iswold testimony,  2 KCH 380, 388 .66 

5b    Richard W. McLaren testimony, 2 KCH 327, 328*     68 

5c    Richard G. Kleindienst testimony, 2 KCH 289, 292, 3 KCH 1680. 70 
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Senator KE.VXEDY. NOW, at some time 3-0U had a call from either 
Mr. McLaren or Mr. Walsh about the 18th, thut is right, April IS? 
fMr. GRISWOLD. No, I never had a call from either. I understand 

no\r that the 18th was a Sunday, so this must have been on the 19th. 
Senator KENKEDT. And your secretary told you that the Deputy 

Attorney General wanted you down in his office? 
Mr. (jRiswoLD. That is right. 

•   Senator KENAEDT. Could you tell us about that meeting? 
Mr. GRISWOLD. I think I have summarized it quite completely in 

the statement I have already filed. 
Senator KE\*NEDT. There was no one else there? 
Mr. GRISWOLD. No one else was there. It didn't last more than 5 

.   minutes, perhaps less. 
Senator KEXXEDT. And as I imderstand from your memorandum— 

could you repeat for us what you believe to be the reasons for seeking 
..   •.   the delav in the filing of the jurisdictional statement? 

Mr. GRISWOLD. The basic reason was that the Deputy Attorney 
General wanted it. And I xmderstood the underlying reason was, the 
letter which he had received from Mr. Walsh which requested it, 
which was summarized, but which letter I didn't see—I didn't ask to 
see, it wasn't withheld from me—it was simply, as I recall it, it was on 
'the desk or the side, in front or beside the Deputy Attorney General 
as he was talking to me, and he pointed to it—but the substance was 

. that there were some matters here which ought to receive fuithcr 
consideration. 

Senator EEKNEDT. There is nothing further that you can add about 
that conversation? - • - 

^^^. GRISWOLD. No. 
Senator KEKKEDY. He just said that there are other matters that 

have been included in this letter that deserve further considerutiou? 
Sir. GRISWOLD. NO; as I understand it, it was matters relating to 

whether we should proceed by Utigation on conglomerate mergers. 
Senator KENNEDY. The materials we received from the Department 

show the SoUcitoE General's memorandum up to March 26, 1971. Can 
Tou give us anv idea what, if anything, happened between March 
^6 and April 19V 

Mr. GRISWOLD. The jurisdictional—^let me start over again. Senator. 
We had'probabLj*. 30 or 40 other cases in my office moving through 
during th.1t time. Once the appeal was authorized, word would be Fcut 

' to the Antitrust Division, and thev would be requested to moke a draft 
of the jurisdictional statement. The jurisdictional statement would be 
prepared, it would come to my office, and it would be worked o\"cr in 
detiiil by one of ray vounger staff members, and then reviewed thor- 
oughly and carefully \)y my senior staff member, and then would come 
to me, and then would go to the printer. 

And as I recall it, it went to the printer on Thursday or Friday be- 
fore April 19, and was due back on the afternoon of April 19 in printed 

•   form. 
Senator KENNEDY. YOU have supplied materials, or the Department 

has,   a  series of  memoranda,   tne  following documents—you  arc 
familiar with those items h*re? Arc you famihar vdth the letter from 
Mr. Wilson that was sent to the committ-ec? 

Mr. GRISWOLD. I don't know what you are referring to. Senator. 
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Senator KENXEDY. Mr. Solicitor, has there been anjy other occasion 
in the times that you have served under this or previous administra- 
tions when you have been directed by the Deputy Attorney General 
to seek a delay 9 days after the time expired? 

Mr. GRIBWOLD. IVO—if you say 9 days, the time hadn't expired, 
Senator, and the rule 8a3rs that you are supposed to ai)ply not less 
than 10 days before the time expires, but makes it perfectly ])lflin 
that you can apply within that period, but you have got to show some 
reason. And I don't recall any case where we did it on the next to the 
last day. 

On the other band, it is not at all unprecedented that we do make 
applications within the 10-day period for one reason or another. 

Senator KENNEDY. But have you made them at the direction of 
the Deputy Attorney General any time? 

Mr. GRISWOLD. I don't like to accept your word "direction." This 
was at the request of the Deputy Attorney General. I camiot now 
name you some. I have had many conversations with the Deputy 
Attorney General about cases and have frequently heard people, 
usually other agencies of the Government, who have expressed an 
interest or concern, and I have delayed my action until I heard them. 
Ordinarily, however, that would not require any apphcation for an 
extension of time, because we had enough time. I think this one is 

Lthe only one that I know of within 1 day, and as far as I can recall, 
within a 10-day period. 
" Senator KENNEDY. DO you know Mr. Walsh at all. Dean? 

Mr. GRISWOLD. Yes, I have know Judge Walsh at least since the 
time he was a judge, and then as Deputy Attorney General, and since. 

Senator KENNEDY. But you never had occasion to talk with him 
about this case? 

Mr. GRISWOLD. Never whatever about this case, except on Monday 
afternoon of this week he called me on the telephone and asked me 
what I said in that statement. But he didn't in any sense complain 
about it, he simply wanted to know what it was so that he could 
respond to questions that were coming to him. 

I read him, over the telephone, the paragraph relating to him. And 
he thanked me. And I did talk with him to that extent on Monday 
of this week. Otherwise I have never talked with him about this case. 

Senator KENNEDY. I want to thank you for coming up here this 
afternoon and beuie so helpful, 

Mr. GRISWOLD. ^hank you. Senator. 
Senator KENNEDY. YOU have certainly been very forthright and 

candid with us, and I want to express my own personal appreciation to 
you. It is nice to seeyou again. _^ - 

Mr. GRISWOLD. Thank you, Senator. 
Senator HRDSKA. Dean Griswold, the 10-day rule has been men- 

tioned often. That rule is simply this, is it not, that if there is any 
request for a postponement of a filing or to meet a deadline, the request 
for such postponement should be made at least 10 da3*s prior to t lie date 
that is sought for extension? 

Mr. GRISWOLD. That is right, Senator. 
Senator HRUSKA. SO that is the general rule. However, the Supreme 

Court does say, if it is within those 10 days, for good reason, we will 
still allow the postponement. 
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Solicitor General and liis staff liad some reluctance about the appeal, 
nnvw-ay. 

This was a request merely for an extension of time. That did not 1 
affect the ultimate disposition of the case because it would not have I 
becu argued before that term, and ns I think vou know, the appeal I 
was pi'rfccted subsequently, and McLaren said I see no harm in it, | 
and 1 then called the Solicitor and he came in. ** 

Senator KEXKEDY. NOW, can you tell us when j-ou read the letter? 
Did you read Mr. Walsh's letter? 

Mr. KLEINDIE.VST. Well, I think I read the letter comprchensively 
and thoroushly for the first time during these healings. 

Senator KENN-EDY. SO, at the time that you made your decision, 
it was really based on the representations that were made by Mr. Mc- 
Laren ft.-' to what the substance of the letter was? 

Mr. KLEINDIENST. Kight, and also liis characterization and repre- 
sentation as with respect to what the issue was in the memorandum of 
law, and the letter. 

Senator KEXNEDY. Well, now, having read the letter in connection 
with these hearini^ here, what do you think was meant by Mr. Walsh 
when he said, "tt is our uinderstanding that the Secretary of the 
Treasury, the Secretary' of Commerce, and the Cliairman of the 
President's Council of Economic Ad\isers all have some views with 
respect to the question under consideration."? 

Air. KLEINDIEXST. Well, I do not like to speculate as to what Judge 
Walsh thought. 

Senator KEN'NEDT. Well, you do not—did you have any reason to 
believe that they had views? 

Mr. KLEINDIENST. NO. I did not know. 
Senator KENNEDY. Were you at any time in contact with the Secre- 

^,.   tary of the Treasury, or the Secretary of Commerce, or the Chairman 
of the President's Council of Economic Advisers about this case? 

Mr. KLEl5fDIBNST. No. No. 
Senator KENNEDY. About antitrust policy generally? 
Mr. KLEINDIENST. No. Well, other than—1 never had a conference 

with Secretaiy Stans, or the Secretary of the Treasury, about the anti- 
trust poHcy. I know that just based upon the general statements, public 
and otherwise, that Secretary Stans had some very sharp differences 
with the antitrust policy of the Department of Justice, as enunciated 
by the Attorney General, and effectuated by the Assistant Attomev- 
(jeneral McLaren, and there were a lot of other people who sharply 
disagreed \vith Judge McLaren's policy, as enunciated by the Attorney 
General, and supported by the Attorney General, myself, and tbie 
President of the United States. 

I might have the order wrong. 
Mr. AICLAREN. May I add a word. Senator Kennedy? 
Senator KENNEDY. Yes. . 
Mr. MCLAREN. I think it is fair to say that at the time we did have 

undenvay an overall antitrust kind of review going on; and I know 
that there were meetings going on at that time. 

There was an interagency thing. I was one of the principals on it. 
I do not know whether or not there was any connection between this 
letter of Widsh's, as to which Mr. Kleindienst is perfectly right, I did 
disagree. 
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For example, he said ia there, as I reciill, that our policy was stoppinir 
perfectly normal, legitimate mergers that had notliing to do wiih 
effects on competition, and I strcuuouslj- argue with that. 

Other parts of liis legal pitch I very much disagree -with. But, I— 
it subsequently develoj)ed that there was no connection between what 
he was saying and the—and no connection ever developed between 
vhat he was saying and the antitrust review we then had unden\ ay. 

Senator KEX'XEDY. Well, Mr. McLaren, after reading the letter, 
particularly the part which reads— 

It is our understanding that the Secretary of the TreasurVj the Secretary of 
Commerce, and the Chairman of the President's Council of Economic Advisers 
all ha\-e some views with respect to the question under consideration. 
—do you remember mentioning that to Mr. Kleindienst when you 
gave him your summation of the letter? 

Mr. MCLAREN. I do not specifically remember it. Senator, but those 
agencies all had representatives on this group that was reviewing 
antitrust policy overall. 

^ Senator KENXEDY. And actually, some of those—wasn't that 
primarilv the reason for the extension, as stated in the Solicitor 
General's presentation? 

Mr. MCL.^.REX. That is the reason I did not oppose it. If wc were 
talking about a straight legal proposition, as to whether or not tliev 
should have an extension, I would—I would not have agreed wiili 
that. But, for a kind of a i)olicy review thing, I was interested to hfjir 
what developed. Mj- information at that time was that he was—or my 

^feeUns at that time was that he was wrong. 
I tLought that Dr. McCracken, for example, was very much in 

favor of our antitrust policy, and I have never heard, although we 
had differences on the si)ccifics, I never heard that Secrctarj- Stans 
or the Treasurj- people were against it, and I subsequent h- tun\ed 
out to be right'. We had the e.xtension, but we went ahead and filed 
the brief. 

Senator IVEXXED\'. Was tliis the first time that j'ou thought that the 
Secretaiy of Treu^ur}-, and of Commerce, and the Council of Ecouoiuic 
Advisers, would have news on this particular case? 

Mr. MCLAREN. Well, we had been working on this project for some 
lensth of time. 

Sseuator KEXXEOV. Well, so tiiat did not come as niiytlung very 
new to vou, did it? ^ 

Mr. ^fcLAnEX. The new thhig was simplj-. Senator, Mr. Walsh's 
suggestion hi the thing, and wc were U[) against a filing date, uiul wc 
siuipl}' allowed time to exjilore that. As it turned out, thero was 
nothmg to it. 

Senator KEXNEDY. Can you tell us what you found particularlv 
jjcrsuasive about the Walsh letter that would have been the basis 
for  

Mr. MCL.\REX. I say again, I strongly objected and was not i)cr- 
tsuaded as to the legal aspects of it. 

However, as to the, particularly finding out that Mr. Klcinrlipn^i 
M'as not i)articu!arly persuoded or had no Wews on the thing, 1 Imd 
no particular object ion to an additional e.vtcnsion of time. As I saiil 
before, cxt^-nsions of time ui cases like this arc not novel or imusu:il. 

Senator KENNEDY. So, we have a situation here where Mr. ^I^.•l.arell 
disagreed with the letter, and Mr. Kleindienst, you had not read it. 
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Senator KEXNEDY. Could you tell us the conversation on the 19th? 
Whut dill that involve? 

Mr. IvLEiNDtENST. Well, it took about, I would imagine it would 
have taken a few seconds unless I would have talked to him about 
some judicial candidate. Let's assume I did not talk to him about a 
judicial laudidate. It would have just been a matter of a few seconds 
Senator Kcimedy. 

Senator KENNEDY. And tliia conversation with Mr. Walsh was about 
the—whydidyou feel you had to call liim back? 

Mr. KLEINDIENST. 1 think as a coxirtes}-. 1 didn't have to. 
Senator KENNEDY, lie had telephoned you about this case and  
Mr. KLEINDIENST. Mr. Walsh ond 1  are very close friends and 

have developed a very close friendship over the 3 years as a result of 
our work together in the judicial program. We had the conference"! 
with Mr. McLaien and the Solicitor. iThe Solicitor >va3-asked to file  | 
an extension, lie said that he would and I merely called him to'tell  1 
liiin what the decision was. 1 guess it was a courtesy more than any- 
thing else. I didn't have to. 

Senator KENNEDY. At any time did 3'ou talk to Mr. Rqhat^'n about 
this? * 

Mr. KLEINDIENST. No, sir.. 
Senator KENNEDY. You didn't mention his name during the 

course  
Mr. KLEINDIENST. XO, sir. I hadn't met personally Mr. Rohatj-n 

at that time. At about that time, I would have probably—at or 
about that time, Mr. Rohatjii would have called me to come in and 

.    9 me on the 20th, the next day. 
Senator KENNEDY. Couhl you tell us, when Mr. Walsh called, 

tTul vou tell Mr. McLaren about that telephone call? 
Mr. KLEINDIENST. Did I? . • :\ .    • . . ' 
Senator KENNEDY. Yes, or did you  •    ' 
Mr. KLEINDIENST; I don't know' if I did nor not, Senator Kennedy; 

because the call would have indicated that he was going to deliver 
the letter and the memorandum of law to me by a young man in. his 
office. The time was rather short, as I think you can tell. The 16th—the 
20th was the last day. I don't know if I did or not. I know when the 
youi^ man came to my ofBce and handed me the materials, I didn't 
even read them. I called Mr. Comegys or I called for Mr. McLaren 
and he wasn't there and Mr. Comegys came up and I handed the 
materials to the youn? man in his presence. 

Senator KENNEDY. AVhen was the final time for the  
Mr. KLEINDIENST. I believe the 20th was the last day. 
Senator KENNEDY. So this was on the 16tH i ~ ' 
Mr. KLEINDIENST. A Friday. 
Senator KENNEDY. YOU have no recollection of talking to Mr. 

McLaren about either the telephone conversation or about tlie letter? 
Mr. KLEINDIENST. NO, I don't, Senator. But I could have. 
Senator, I would like to say something here, if I may. These events 

occurred a year ago. This Vvasn't the only matter that 1 had. It 
didn't seem to me to be of Any particular consequence. 

Senator KENNEDY. Which didn't? 
"Sit. KLEIXDIEX.ST. Well, these; I mean that there wasn't any 

particular .significance  to  these matters other than just  routine 
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Mr. KLEINDIENST. Gee, I tliink you just have to drnw j'our own 
conclusions, Senator. 

Senator KEXKEDY. What conclusions do you draw from them, just 
from that language? 

Mr. KLEINDIENST. YOU mean if I accept this language for what 
apparentIj- it says? 

Senator KENNEDY. YOU were accepting language in the letter. 
Mr. KLEINDIENST. I didn't read it when I got it. 
Senator KENNEDY. Oh, you didn't read this letter, either? 
Mr. KLEINDIEN.ST. NO, sir, when it was delivered to nic, I uskcd 

Mr. Comegys to come up and I handed the letter and the memorandum 
of law to him and told him that this came from Judge Walsh. 

Senator KENNEDY. Well, now, let me ^et it straight. WiiU Mr. 
Griswold and your meeting with Mr. Gnswold, what did you—the 
-action that ^{r. Griswold look in behalf of the Government, was that 
on his initiative? 

• Mr. KLEINDIENST. NO, as I have testified. Senator Kenned}', 
Friday the 16th, I delivered the letter, I handed him the letter and the 
memorandum of law with the young man who delivered it to me in 
my office. It was 3 or 4 in the aft«rnoon—I don't know. 2, 3, 4. 5. 

Then on Monday afternoon, Mr. McLaren contacted me and saiti, 
I have gone over this request of Judge Walsh and I \yould like to talk 
to Tou about it. He came up. We discussed it. 

^nator KENNEDY. You discussed the letter? 
Nlr. KLEINDIEN.ST. Well, we discussed—I don't even tliink I read 

the letter there. We discussed the request contained in the letter, 
Senator. We didn't pick it apart like we are doing now, analyze what 
Judge Walsh thought or what we thought we meant. What wc were 
dealuig with was the request contained in the letter and that is to 
saj- an extension of time in the OrinneU case. Mr. McLaren »aitl, I 
don't agree with the contention made here. 

Senator KENNEDY. I am sorrj', he said what? 
Mr. KLEI>^IENST. He said, I don't agree with the position tukeu in 

Judge Walsh's letter. 
But it seems to me inasmuch as no harm can be done by giving the 

cxtejision, since the case could not he heard in that term of tlic court, 
he had no objcclion if we reqiiested the extension. 

At that poinf, I called the Solicitor General and he caujc down to 
my office while Judge NIcLarcn was there and we Ht>ked lum if he would 
would ti^k for the exietision. And he said that he would, and lie did. 

Senator KENNEDY.  VOU called him. us I undcr»tand it? 
^   NIr. IVLEINDIEXST. Yes, I did. \Miile the Judge was in my ofnc. 

Senator KENNEDY. Did you ask him for the extension, or did Mr. 
M<Lorcn? 

Mr. KLEINDIENST. I think it was a joint request. 
Senator KENNEDY. Well, someone has to make tlic request. 
Mr. KLEINDIENST. Well, let's say I did. 

.   Senator KENNEDY. Well, did you? That is what I want to fl:id out. 
Mr. KLEINDIENST. Well, I don't recall, Senator. The DfajirtioIIi'tt* 

thai I did and it is fo said in his statement. I don't think it i.iukc« any 
difference. The request came jointly from mc and Jodjre MrLarcn—wc 
weren't both talking at the same time—to have him do lia*. and he 
did. 

(Tl) 



SC.    RICHARD KLEINDIENST TESTIMONY, MARCH 7 AND APRIL 27, 1971,  2 KCE 
289,  232,  2 KCH 1680  

16S0 

[ 

Senator KzxNEDT. Why ? Can vou help me  
The CHAIRXIAX. Your time is up. 
Senator KEXXEDT. Just, on this final pointy just a continuation, can 

vou help us on •why, or •whom you talked to in the morning, that you- 
believed it was goinff to be negative and what transpired during 
that period of time uiat turned it around to be positive as Judge 
Walsh said ? 

Mr, KLETKDIEXST. I think I -would have talked to Judge McLaren. 
Senator KEXXEDT. He would have been niegative or positive ? 
Mr. KxEiXDiEXST. Yes; he would have gone negative. 
Senator KEXXEDT. He would have been negative ? 
Mr. KLEIXDIEXST. Yes, sir. 
Senator KEXXEDT. Wliom did you talk to that made it positive? 
Mr. KixTxniEST. Later on I believe my testimony is—my recollec- 

tion is I had a meeting with the Solicitor Creneral and Judge McLaren. 
I know I at least had a meeting with the Solicitor General in my 
office about it because without such a meeting and without his assent 
the extension of time would not have been filed. 

Senaror KEXXEDT. Well, if McLaren was negative and the Solicitor 
was neutral on it, how did the decision come out for the 30-day 
extension ? 

Mr. KLEIXDTEST. How did it come out positive? 
Senator KEXXEDT. Yes. 
Mr. KLEIXDIEXST. Well, McLaren had a pi-etty rigid attitude about 

all the ITT cases and all of the attempts one way or another to. let's 
say, interfere with his prosecution of these cases. I believe that the 
reason why the extension was granted, number one, we all three knew. 
Judge Walsh verj- well, that the case was not going to be argued that 
tenn in the .'supreme Court, that all they were asking for was a S'^-day 
delay in the filing of our jurisdictional statement and that could have 
no prejudice one way or another upon the prosecution of the case. So 
it wouldn't ^iRve been a difficult or an unreasonable or an illogical 
thing to say.  All right, let's give them the extension of time." 

Senator KEXXEDV. Of course, those facts were in Judge Walsh's 
letter in the morning: were they not ? 

^Ir. Ki.ErvniExsT. Those facts about what ? 
Senator KE^CXEDT. The fact that the 30-day extension was going 

on  
• Mr. Ki.rTXDTr.xpT. But T can assure you. Senator Kennedy. I had not 
talked to Di-an Griswnld when I had my telephone conver.sation with 
Judge Walph that morning. ' * 

Senator KEXXEDT. And he was negative? 
Mr. KLEIXDIEXST. AMio ? 
Senator KEXXEDT. .Tudge Walsh—I moan. 3iIcLaren was negative? 
Mr. KiJ-.ixDiEXST. I think, yes; I think he was. You know, if it was 

a substantive device with respect to these cases, he was absolutely neira- 
tive. '\^1ien it got down to be a procedural 30-day extension of time 
that <"ould not have any substantive effect on the issues in the case, 
then I g\toFs he is neutral. 

Senator KEXNEDT. I was just trying to figure out who was positive. 
Mr. ivLEixDiExsT. Well. I was ijositive about giving them the pro- 

cedural 30-day period of time inasmuch as it could not afl'cct the out- 
come of the cases and I think that' was the attitude taken by Dean 
Griswold. 
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6. On June 17,   1971,  McLaren recomnicnded to Kloindienst 

that the ITT suits be settled,    Kleindienst approved the proposed 

settlement b^r writing:   "Approved,  6/17/71.    RGK. "   In affixing his 

approval,  Kleindienst relied on the expertise of McLaren. 
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to the ejrtcnt that ITT and its subsidiaries are able to finance foreign operations 
through foreign borrowings in lieu of expatriating funds or reducing tlic flow of 
funds from foieign subsidiaries to the United States. 

• Hartford is ob\'iously not a major direct factor in ITT's overall favorable 
balance of pmyments f>osture. Hartford's impact is indirect in terms of the balance 
sheet strength it adds to ITT. To the extent that the divestiture of Hartford 
affects ITT and its subsidiaries' ability to get credit on favorable terms there 
would be a longer-term impact upwn ITT as an earner of foreign exchange. 

A final factor should be mentioned. Several buiidred million dollars of ITT stock 
is held by foreigners. The inciease or decrease in such holdings, while representing 
short-term investment swings, nevertheless affects the balance of payments. If 
ITT is a less attractive investment, without Hartford, there oould be some balance 
of payments impact from liquidation of foreign holdings. 

In addicion to Hartford, the Justice Dcpaitment is also seeluDg, thiough court 
action, the divestiture bv ITT of Canteen Corporation and Grinnell Corporation, 
both acquired in 1969. On December 31, 1970, the U.S. District Court rendered 
a decision in favor of ITT in the Grinnell litigation; this decision is being appealed 
by the Justice Department. The Canteen litigation has not yet come to trial. 

In 1970 Grinnell earned SIS million after taxes and Canteen earned SIO million 
after taxes. With Hartford, the three companies accounted for l'i% of consolidated 
revenues of ITT and 33% of consolidated net income. While it is not possible 
here to comment with definition as to the effect on ITT of divestiture of these 
two companies, including their value as separate companies, the effect on ITT's 
capitalisation, etc., it is reasonable to assume that divestiture would have some 
impact upon the investment community's view of ITT and the predictability of 
its earnings. Most likely it would result in further concern as to ITT's ability to 
manage consistent earnings increases and such concern would probably be reflected 
in a diminished multiple on the common stock. 

COKCLUSIOK 

In conclusion, I think the following statements can be made: 
' 1. Hartford and ITT as separate coinpanies would be valued in the market 

place at approximately S54 per present I'TT share versus $64 H for thu combined 
company on 5/14/71. This represents a  16% diminution in market  value, or 
almost S1.2 billion. 

2. A spinoff to ITT stockholders would apjjear to be the only feasible^way of 
divesting Hartford. However, because of the dividend requirements of the Scries N 
Preferred, the elimination of the dividend from Hartford to ITT would probably 
have a meaningful impact upon the ITT parent company and its liqtiidity. A 
logical result would be a cut in the dividend on the ITT common stock. 

3. The divesiitu'e of Hartford would have a negative impact upon the ITT 
parent company af d consolidated balance sheets. The result would be a reduction 
in ITT's incremental parent company debt capacity and possibly credit rating. 

4. Finally, to the extent ti:at the'changes in (2") and (3) affcclcd ITT's con- 
solidat-cd credit picture, there could be some indirect negative effect upc.n ITT's 
balance of payments contribution.«. 

RiCHAJU) J. R.\Msoi:s', 
Moy 17, 1071. 

Mr. McL.\REN-. I m^ht say that the man that mode that report 
is the same man I used in anui3-ziu^ the Ling-Teraco-Vought sitiusiion 
•when we bcjrun to be concerned that that compam- might go down 
too during tne course of our proceedings. 

After receiving this report^—the report from the Treasury, as I 
recall, was an oral rc]iort—wc in the Antitrust Dirisiou giive Acry 
<5areful consideration to possible alternative means of selilmg Ihc 
three cases, consistent with antitrust objectives, but without the 
massive adverse impact upon ITT and its shareholders that would 
Attend a divestiture of Hartford. 

Ultimately Mr. Hummel—who as I mentioned was the deiiutj- 
•director of operations—and I, with some participation bj- Messrs. 

• Comegj-s,  Carlson,  and  Mr. Joseph  Widraar,  the principal  trial 
attorney on the Orinncll case, developed a proposal which was reduced 
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to wTitiug in the fonu of u memorandum to Deputy Attorney General 
Ivleinilienst dated June 17, 1971. 

I prcscuted this memoriindum to the Deputy Attorney at a regu 
larly scheduled briefing on June 17, 1971, and ne approved. I have a 
copy of this memorandiun mth me and it is attached to my prepared 
statement, which has been furnished to the members of the coirmiittee 

(The memorandum referred to follows:) 
DEPARTMENT OP JUSTICE, 

XFaskington, D.C., June 17, 1971. 

MEMOB.\NDCS< FOH THE DCPCTT ArroRNEY GENERAL 

Re Proposed Procedure in ITT Merger Cases 
Background.—W'e have three anti-merger cases pending, against ITT: the 

Crinneil ca»e (sprinkler systems), which was tried and lost in the District Court 
and is now on .ippeal to the Supreme Court; the Canteen case (vending and food 
service), which was tried and is now aubiwlice; and the Hartford Fire Insurance Co. 
case, which is set for trial in September. 

.\ljout fti.x weeks ago, representatives of ITT made a confidential presentation to 
the Department, the gi.<»t of which was that if we are successful in obtaining a di- 
vestiture order In the ITT-Haitford Fire Insurance Company case, this will cripple 
ITT financially and seriously injure its 250,0(X) stockholders. Essentially, this is 
because ITT paid a S500 million premium for the Hartford stock but took its 
assets in at book value in a so-called pooling of interests transaction. It cannot now 
sell its Hartford stock without (a) suffering a serious loss as opposed to what it 
paid but, at the same time (b) incurring a large capital gain tax. A "spin-oB" to 
its own iliareholders would be a—and probably the only—feasible alternative; 
however, a spin-off would leave ITT with the large preferred dividend commitment 
it made in acquiring H.-vrtford (.$50 miiliou a year), but without the earning power 
which was counted on to cover that commitment. The result, we are told, would be 
a loss of well over $1 billion in ITT common stock value, a weakened balance sheet, 
and reduced borrowing capacity. 

We have had a study made by financial experts and they substantially confirm 
ITT's claims as to the effects of a divestiture order. Such being the case, I gather 
thai we must also anticipate that the impact upon ITT would have a ripple c£fect->- 
in the stock market and in the economy. 

Under the circumstances, I think we are compelled to weigh the need for dives- 
titure in this case—including ita deterrent effect as well aa the elimination of anti- 
competitive effects to be expected from divestiture—against the damage which 
divestiture would occasion. Or, to refine the issue a little more: Is a decree against 
ITT Containing injunctive relief and a divestiture order worth enough more than a 
decree containing only injunctive relief to justify the projected adverse effects on 
ITT and its stockholders, and the risk of adverse effects on the stock market and 
the economy? 

I come to the reluctant conclusion that the answer is "no." I say reluctant be- 
cause ITT's management consummated the Hartford acquisition knowing it 
violated our antitrust policy; knowing we intended to sue; and in effect representing 
to the court that he need not issue a preliminary injunction because ITT would 
hold Hartford separata and thus minimixe any divestittire problem if violation 
were found. 

Perhaps equally guilty is the trial judge, who listened sympathetically to 
defendants' plea that granting our motion for preliminary injunction would cost 
Hartford stockholders the $500 million premium ITT was paying for their stock. 
Obviously, if such a premium is being paid on an imlawful acqusition, the acquiring 
companv may lose that and more if forced to divest, and will so plead if found 
guilty. This highlights our continuing need for amendment of the Expediting Act 
to permit ua to appeal from District Court orders denying our motions for pre- 
liminary injunctions in such cases. 

Proposed Procedure.—In order that we do not lose the deterrent we have 
developed in this field, I propose the foUowinit term.s of settlement of the ITT case;*: 

1. Orinnell—divestiture. This would require a joint motion in the Supreme Court 
to refer the case back to the District Court, for entry of consent order—which 
was the procedure the Department followed in National Steel Corporation (No. 
31, Oct. Term, 1966). 

2. Canteen—divestiture by consent order. 
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3. Hartford—injunction along lines of LTV, inrlviding particularly 
(ft) Prohibition for 10 years of (i) acquisition of any corporation with 

assets of SlOO nnllion or more; (ii) ficquisiiion of any corporation with assets 
of SIO million-lOO million without approval of the Department, or per- 
mission of the court; and (iii) for a period of an additional Ifive years, pro- 
hibition of any acquisition of any corporation with assets over SIO million 
except on a showing that it will not t€nd to lessen competition or create a 
monopoly. 

(b) Prohibition against engaging in systematic reciprocity, 
fc) Divestiture of Avis and llcvitt. 

Finally, in all three cases, I think we should have the right to approve ITT's 
press releases. We want no great protestations of innocence, goveruiucni abuse, 
«tc., etc. 

I recommend that you approve a program along the lines of the foregoing— 
Allowing, of course, for some leeway in negotiating. 

RICHARD W. MCLAREN, 
AMislant Attorney General, 

AnlUriul Division. 
Approved, 6/17/71. 
R. G. K. 

Mr. McL.^REN*. This plan contemplated divestiture of Grinnell 
and Canteen; divestiture of Avis and Levitt; prohibition for 10 
years of acquisitions of any corporation with assets of SlOO million or 
more, or acquisitions of any corporation with assets of more than 810 
million except on a showing that it would not tend to lessen competi- 
tion, and so forth—that would be a showing by ITT and it would be 
their burden of proof; prohibition against engaging in systematic 
Teciprocity; and certain other pro\nsions along the lines of our LT\' 
decree. 

At the conclusion of my meeting with Mr. Kleindienst, I telei)lioned 
Mr. FelLx Rohat}ai from Mr. Kleindienst's office—while he was pres- 
ents—and outlined my proposal to him. This was at appro.iciniately 
10 o'clock in the morning on June 17. Mr. Rohatyn asked certain 
questions about points in the pro])osal and repeated his understand- 
ing of the pro]>osal as—it appeared to me—he took nates on it. 1 told 
Mr. RohatA.Ti that if the jiroposal was acceptable to ITT as a ba<is for 
a settlement, lif should have ITT's trial counsel get in touch with inc. 
I made clear that if ITT was un\rillmg to accept the basic outline of 
the proposal, with negotiation only as to details, I did not care to 
discuss the matter further. 

On the evening of June 17, I informed Messrs. Hummel, Mahuflie 
and Carlson of the Antitrust Di\-ision that our proposal had been 
communicated to ITT's r('i)resentative. I did this because Mr. Cnrlson 
and Mr. Widmnr were going to take the depositions of some of ITT's 
top executives in New York on June 18, and I felt that thej' should be 
fuliv informed as to the status of the case. 

"fherenfter Mr. Henry Sailer, of the Co\-ington & Burling law firm, 
who was trial counsel for ITT in the GrinncU and jFfarf/on/ca-o.-, as I 
said before, telcjjhoned me for an apjiointment. Judging from the 
telephone record maintained by my secretary, this apparently v.as on 
June IS; we made an appointment for a preliminary disctission on 
Juno 24. At the meeting on June 24, Mr. Sailer showed by his com- 
ments that he had received a rather full and accurate acroum of the 
projiosal wiiiili we had made to Mr. Rohatyn, and he intiuiiod as to 
various specifics of our proposal. For example, he suggested it would 
be aiJjHopiiate to advise Judge Austin, who then had the Canhrn 
case under consideration, that we were entering into serious selllemenl 
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negoliatioruj. Also, with respect to Canteen, he inquired if we would 
be willing to let ITT keep after-acquued properties, that is, those 

' bouijht or constructed after the main acquisition. With respect to 
Grinnell, he argued that ITT should be permitted to divest only part 
of Grinnell, that, is, the fire protection business, which had been dis- 
cussed during the trial of the case. With respect to Levitt, he raised 
the after-acquired property point and also inquired about retaining 
overseas proiierties. He protested that there was no good antitrust 
reason why ITT should be forced to tlivest Avis. Then lie asked about • 
the negotiatibility of our provision on no acquisitions over SIO million, 
and so forth. 1 told him we would negotiate on details, but that the 
basic provisions of tlie proposal were firm. 

Within the ne.xt few days we agreed internally that Cai'lson and 
Widrnar should handle the negotiations, and by June 30 Carlson and 
Widmar had so ad\Tsed Sailer, and had had a discussion with him con- 
cermng procedin-e. 

On July 1, 1 met with Sailer, Carlson and Widmar and after a verv 
short session, principally covering the points I had discussed with 
Sailer on June 24, I left Carlson and Widmar with Sailer to continue 
the negotiations. 

XegotiatioiLS between Carlson and Widmar on the one hand and 
Sailer on the other hand continued through the month of July—a 
part of which time I think from about July 10 to July 20. I was in 
London at the ABA meeting—and in the last few days of the month, 
Carlson and Wiilmar advised me that the matter was about wound up 
and that it would be helpful if I would sit in on one or two sessions to 
cover some final points. On July 30, I agreed that we would accept 

, divestiture of the Fire Protection Division of Grinnell, rather than 
insisting on full divestiture. I did so because Messrs. Carlson and Wid- 
mar, wnth Mr. Hummel concurring, felt that separating the Fire Pro- 
tection Division from tlie rest of ferinnell wouUl be a j)rocompetitive 
step, putting the rest of the industry on a more even competitive 
basis with Grinnell, which incidentally was the leader in that particular . 
industrr, which had had a competitive advantage by reason of its 
vertical integration and its broad contacts in the construction busi- 
ne.S3. 

There were certain other minor points still in dispute, and our meet- 
ing adjourned on the evening of July 30, which was a Friday, for Mr. 
Sader to consult with his cUent. We reconvened our meeting on Satur- 
daj- morning, July 31, and ironed out the final points. Mr. Sailer then 
contacted ITT—and I believe they polled the directors for final ap- 
proval of the proposed settlement by telephone during the day. I 
then prepared a press release, for immediate distribution, announcing • 
that we had reached an agreement in principle on the terms of consent 
decrees which, if approved by the courts, would terminate the three 
cases. This was done in order to head off any further newspaper 
spcculatioob, and any possible insider trading when the markets ra- 
opened on the following Monday. 

In conclusion, I want to emphasize that the decision to enter into 
settlement negotiations with ITT was my own personal decision: 
I was not pressured to reacb this decision. Furthermore, the plan oi 
settlement was devised, and the final terms were negotiated, by me 
with the advice of other members of the Antitrust DiN-ision, and by 
no one else. 
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Mr. KLEINDIEXST. NO; I might have talked to'Governor Nunn two 
or three times since I have been in the Government. I know I had one 
conversation in which he was interested in being a judge. And I think 
that is the most lengthy conversation I even hadA\ith him. 

The CHAIRMAN-. Your time is up. 
Senator COOK. Mr. EJeindienst, just a couple of very short ques- 

tions. There was, as a matter of fact, a great divergence of opinion 
within the administration relative to, not yourself but Mr. McLaren's 
policy in the Antitrust Division; was there not? 
•• Mr. KLEIKDIEXST. Not only in the administration but in the 
country, in the legal profession. 

Senator COOK. AS a matter of fact, the Stigler report, that had 
been filed, stated that, and I quote: "vigorous action on the basis of 
our present knowledge of-conglomerates is indefensible." And the 
report went on to say, and I quote again from the report which was 

:      -made to the President of the United States: 
We strongly recommeod that the Department decline to undertake a program 

of action against conglomerate mergers and conglomerate enterprises pending a 
conference to gather information and opinion on the economic effects of the 
conglomerate phenomenon. 

So there was a divergence of opinion, was there not, and, its a 
matter of fact, as the result of Mr. AlcLaren's position as head of tlie 
Antitrust Division, the largest corporate divestiture that ever took 
place in the history of the United States occured as a result of his 
actions; did it not? 

Mr. KLEIVDIEN-ST. Yes; not only that, but an agreement against 
further acquisitions. 

Senator COOK. For a period of 10 years. 
Mr. KLEIVDIEN'ST. Right. 
Senator COOK. And as a matter of fact, at the time that this 

debate was going on and his actions were going on, the former head, 
under the former P*resident, of the Antitrust Division took the position 
that the position of this administration in its antitrust policies \N as 
wrong? • 

Mr. KLEINDIEN-ST. That is correct. 
Senator COOK. Did he not? 
Mr. liLEi.vDiE.vsT. Dr. Turner. " , 
Senator COOK. Tlhank you, Mr. Chairman. 
The CHAIRMAN. Birch.* 
Senator BAYH. Mr. Kleindienst, the last question I asked before 

deciding there was nothing to be gained in pursuing other quostione 
was something to the effect that were you aware of the KuuiMlen 
report and j^ou—I mean, were j'ou aware of its specifics—and you 
said, as I recall, you were not aware of any of the speci6cs at all? 

f_ Afr. KLEINDIEXST. Never read it. 
Senator BATH. And, as I recall the bearing, at least part of the 

answer to the last question was that your reliance on Judge McLaren 
was reallv the whole reason this case was resolved as it was. 

Mr. IvLEiXDiEXST. You mean that Judge McLaren recommended 
this solution? 

I     Senator BAYH. Yes, sir. 
I     Mr. KLEIKDIEXST. That is the only reason why I went along with it. 
I He recommended it. 
*"   Sen.itor BAVH. Was that recommendation and the reflsoi\s for it tlmt 

compelled you  to accept his judgment coutaiijed priuuaiiv  in .i.j 
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memorunihim that we have all read? It is on page 111 of the record, 
"Meinoramliim for the Deputy Attorney General Re Proposed Pro- 
ccihuc ill ITT Merger Cases." If you are not familiar with the Rams- 
den memo, are you fuuUiar witli that memo? 

Mr. KLEIXDIEXST. I do not have any present recollection of ha\"ing 
reatl it. Mr. McLaren would send me a memorandum ami then what 
we would usually do is discuss it, which would save me a lot of time 
and it also gave him an opponuuity to present it, I think, a Uttle bit 
nioro <le:irlv. I misrht have read it,Senator Biiyh. I do not know. 

tjenalor SAYH. This is a memorandum, if I might try to ask j'ou to   | 
refresh your memory, which was dated June 17, 1971, and which lists 
in some detail the reason wliy you are recommending the settlement, . 
if it is jipproveil, and it is "Apfjroved. June 17, 1971. RGK." ^ 

Mr. KLEIXDIENST. Right. 
Senator BATH. Then, I understand that after this ITT was called. 
Mr. KLEIXDIEXST. Right. 
Senator BATH. Does that refresh vour memorf ?• • 
Mr. KLEIXDIEXST. Yes, it does. N'ow I know the memorandum yoii 

are talking about. Whether I read it or not in its entirety is doubtful to 
me. Mr. ^IcLaren would have <Uscussed it with me and I would have 
approved it in uTiting just so it would show it \\'«s approved in his 
file. After that we called Mr. Rohatyn and Mr. McLaren outlined the 
broiul outUnes of the proposed settlement to him. 

Senator BATH. When a man like Judge McLaren, j-our assbtant^ 
makes recommendations Ukc .that, of this consequence, is it your 
judgment to take the memorandum and its discussion at face value or 
do you try to substantiate it \iith, from other sources? ,^ 

Sir. KLEIXDIEXST. NO, I have never tried to substantiate a recom- | 
mendation or- opinion of Judge McLaren from any other source. I I 
have read, complaints or memoranda and have raised questions about 
ii, and then have had a conference, and had it e.^plained to me, and I 
guess, Senator Bayh, the antitrust law is probably the most specialized 
form of the art that we have. Consequently, you have to make a 
udgment whether you have go a competent lawyer in the field, and 
[ do not think anybody challenges McLaren on that; and then, 

second, whether he is a man of integrity, so that when he teQs you 
something you know what his reason for telling you something is. I 
think it would have been presumptuous for me to go out and hire a 

McLaren in. 

i' 
consultant to check on McLaren in. a field of law about which I . 
then knew very Uttle and about which I still know very little, although I 
I have learned a Uttle bit more about it. *<^ 

Senator BATH. I must say I. have the greatest sympathy with you 
in vour description of the antitrust law oeing comphuated. I would 
find it much more so than you. And I would be inclined, I suppose, 
to rely on a man with Judge McLaren's expertise. I keep coming oack 
to this inconsistency and perhaps you can help us out on this. If we 
are to accept your reasomng, rationale, which I am prepared to do, 
relative to the ITT case, why is it again you did not go along with 
Mr. McLaren's advice on the Warner-Lambert case? 

Mr. EJJEINDIENST. That b the one e.xception, and I guess that 
hopefuUy proves the rule. When the Warner-Lambert situation came 
up, as I tiy to recoHect it again, I was out of town, I got a call from 
Mr. \Iitchell, wherever I was, on a Friday afternoon or a Saturday 
morning, indicating that they had come up with a recommendation 
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7. N Settlement initiations had taken place in late 1970.   ITT's 

settlement posture advanced included its keeping the Hartford Firs 

Insurance Company.    McLaren rejected any settlement talk along 

that line. * 

In early 1971, ITT began to formulate a plan, based on economic 

theory, of why.it was important for ITT to retain Hartford.   Eventually* 

on April Z9,  1971, ITT made an economic presentation to the Department 

of justice on national economic consequences if ITT were forced to 

divest itself of Hartford.   As a result of that presentation, in com- 

bination with the Ransdem Report from his own independent financial 

expert, McLaren proposed a settlement offer enabling ITT to retain 

Hartford. 
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IIMIKI) .STAir;S (;0\   ...'.MKiVJ" lyiiPARTMRNT OF JUSTICE 

Memorandum ^^..^.-.^ 
TO        :   Files DATE:   August 7,   1970 

FILE:  60-270-037-1 

I 

V,^KO.M 
John VJ. Poole, Jr., Assistant Chief 
General Litigation Section 

M 
United States v. International Telephone 

SUBJECT: and Telegraph Corporation (Canteen): 
Conference with Defendant's Counsel 

On August 6, 1970, Hanonond Chaffetz and Uilliam Jentes o£ -. 
the Kirkland Ellis firm called on Mr. McLaren in Washington 
to discuss possible settlement or disposition, of the captlonejl 
case. Gerald Connell and I were also present. . . *,. 

Mr. Chaffetz contended that the Government's evidence elld 
so far is so weak that the case ought to be dropped. He and 
Mr, Jentes adverted among other things to what they described as 
the extremely small number of "reciprocity" incidents revealed 
in the recent depositions of the Government's proposed witnesses 
Fishman, VJalsh and Manthy.  They mentioned also that of all the 
possible incidents which have cropped up in Canteen documents in 
only 107. of these instances has Canteen gotten business. Overal 
tfr. Jentes said that the incidents of reciprocity which the 
Government intends to prove are insignificant given the size of 
this industry. — 

•-• \K' --r 

Mr. Chaffetz also admitted that at one time Canteen had ; 
practiced reciprocity as "everyone" had practiced reciprocity 
because it was understood that it was legal if coercion was 
not used.  He said that this was no longer the case and 
particularly in view of ITT's management it was unrealistic to 
expect Canteen to engage in reciprocity. .     . 

Mr. Chaffetz also asserted that ITT would only Improve •..'. 
Canteen's operations and this would redound to the benefit of 
the industry as a whole.  (Mr. Jentes hastened to add that the 
management improvements ITT v/ould make were not of a sort which 
would be available only to large firms.) 
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Mr, McLaren stated his intention to pursue the case, 
pointing out that the reciprocity issue was only half the case; 
there was also a major issue of the trend toward concentration 
through mergers, a trend in which ITT has been a ledder and a . 
prime contributor and one which runs afoul of the concerns 
voiced in the legislative history of the Celler-Kefauver Act. 

Mr. Chaffetz said that although he had not spoken to 
Mr. Geneen of ITT on the subject he thought that ITT.might be 
willing to consider an injunction of some years' duration against 
further acquisitions as a means of settling the pending antitrtis 
cases. He also stated that if the facts warranted it, ITT would 
be willing to settle the Canteen case on the entry of an order 
along the lines of that entered against U.S. Steel. }/ic, McLaren 
lndicated'~€Hat he felt that divestiture was the proper remedy 
here. v.-.v.. 

Mr, Chaff etz asked whether this was regarded as a "test • 
case" and Mr, McLaren challenged that characterization, poindLng^ 
out that this was one of a group of cases v;here the grounds for 
Government suit had been clearly described to the proposed defent 
before suit was brought. ;t 
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August 18,   1971 

MEMORANDUM CONCERNING NEGOTIATIONS 
FOR SETTLEHENT OF ITT CASES 

Three cases were filed v;ith respect to ITT 
acquisitions:  Canteen Corporation, Grinnell Company 
and Hartford Insurance Company, all in 1969.  At 
various times in 1970, overtures were made by counsel 
to settle these cases and in every case counsel was 
advised that the cases could be settled but a sine 
qua non v;as divestiture of at least Hartford anS 
Grxnnell. 

^     In November"of^1970, Ephraim Jacobs of the 
law firnuof iTollabaugh & Jacobs of Washington, repre- 
senting ITT, visited me and proposed that ITT would 
be willing to diVest Canteen, the principal parts of 
Grinnell and ITT-Levitt as well as certain other 
subsidiaries of ITT which might be agreed upon, provided 
that they could retain Hartford r" I said that this v;as 
out of the question.  Jacobs later v;rote me a letter 
substantially confirming the discussion we had. 

I 

At some time in March, we were advised by 
ITT representatives that ultimate divestiture of 
Hartford would be almost a fatal blov; to ITT and that 
they V;ould like to make a presentation to establish 
this fact and to establish ai basis for negotiations 
for settlement v;ithout a Hartford divestiture.  Arrange- 
ments were made and a meeting was held in this office* 
attended by the following representatives of ITT: 

Howard J. Aibel, Senior Vice President 
and General Counsel 

Felix Rohatyn, director of ITT, member of 
Lazard et Freres 

Henry P. Sailer, Covington & Burling 

and as special consultants: 

Dr. RaymoncJ Saulnier, Columbia University 
Willis J. v;inn, VJharton School, University 

of Pennsylvania 

* On April 29, 1971 
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Representing the government were Deputy 
Attorney General Richard Kleindienst, Messrs. Gomcgys, 
Hummel, ^4ahaffie, Carlson and myself of the Antitrust 
Division, and Uruce MacLau'ry and 'ri:nothy Green of . 
the Treasury Department. 

The substance of the ITT presentation v/as 
that a Hartford divestiture v/ould cost the ITT 
stockholders approximately §1 billion. The reasons 
for this are varied but include the fact that ITT 
paid a $500 million premium for Hartford; it would 
have to pay a very large capital gain tax on a 
sale of its Hartfordrstock; and if it spun off the 
Hartford stock to its stockholders, it would be left 
with en unmanageable issue of preferred stock. 

Following the meeting, we requested the 
Treasury representatives and an outside consultant 
to evaluate the ITT claims. 

Shortly after the middle of May, these 
experts reported that there was substantial support 
for the arguments made by ITT and that a Hartford 
divestiture would indeed be very difficult for ITT 
and, because of changes in the law and in accounting 
practice, such a divestiture would probably entail 
a,very large loss to ITT stockholders. 

Following this report, there v;as considera- 
tion in this office of alternative means of settling 
the case consistent v;ith antitrust objectives, and. 
Mr. Hiiinmel and I, v;ith some participation by Messrs. 
Coroegys, Carlson and Widmar, developed a proposal. 

This culminated in a memorandum which I 
prepared for the Deputy Attorney General dated 
June 17, 1971.  I presented this meiT.orandum to the 
Deputy personally at approximately 8:30 in the 
morning on June 17, and after considerable discussion, 
he approved our plan of settlement. 

-2- 
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This plan contemplated divestiture of 
Grinncll and Canteen; divestiture of Avis and Levitt; 
prohibition for 10 years of acquisitions of any 
corporation v/ith assets of $100 million or more, 
or acquisition of any corporation with assets of 
more than $10 million except on a shov/ing that it 
would not tend to lessen competition, etc.; prohi- 
bition against engaging in syster.atic reciprocity; 
and other provisions along the lines of our LTV decree. 

At the conclusion of our discussion, 
Mr. Kleindienst and I telephoned Mr. Rohatyn at 
approximately 10:00 A.M. June 17 and outlined this 
proposal to hin.  Mr. Rohatyn apparently took notes 
on the proposal; he asked certain questions about 
details of the proposal.  We suggested that if this 
appeared to present a reasonable basis for settlement, 
with negotiation as to details, to have ITT's counsel 
get in touch with us. 

On the evening of June 17th, I informed 
Messrs. Hummel, Mahaffie and Carlson that this offer 
had been comraunicated to ITT's representatives. 

Thereafter, Henry Sailer telephoned for ah 
appointment (apparently on June 18) and came in for 
a preliminary discussion on June 24.  He had received 
a rather full and accurate account of the proposal 
I had made to Rohatyn and he inquired as to certain 
specifics of our proposal.  For example, he suggested 
it would be appropriate to advise Judge Austin, who 
then had the Canteen case under consideration, that 
we were entering into serious settlement negotiations. 
With respect to Canteen, he inquired if we v;ould be 
willing to let ITT keep after-acquired properties. 
With respect to Grinnell, he strongly urged that ITT 
be forced to divest only part of Grinnell, i.e., the 
Fire Protection business.  With respect to Levitt, 
he raised the after-acquired property point and also 
inquired about retaining overseas properties.  He 
protested that there was no good antitrust reason v/hy 
ITT should be forced to divest Avis. Then he asked 

-3- 
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about the negotiability of our provision on no 
acquisitions over $10 million, etc. 

Within the next fev/ days we agreed 
internally that Carlson and V7idmar should handle 
the negotiations, and by June 30 Carlson and. Widraar 
had so advised Sailer and had had a discussion with 
him concerning procedure. 

On July 1st, I met with Sailer, Caurlson 
and Widmar and after a very short session, prin- 
cipally covering the points I had discussed with 
Sailer on June 24, I^left Carlson and Uidmar with 
Sailer to continue the negotiations. 

The negotiations continued through the 
month of July and v;e reached our ultimate agreement 
on Saturday, July 31.  (On July 30, we indicated for 
the first time v;e v;ould accept divestiture of the Fire 
Protection Division of Grinnell rather than insisting 
on full divestiture.)  Carlson and VJidmar have notes 
of their discussions, and their notes and memories 
would be the best source of information concerning 
'the time when substantial agreement was reached. 

The foregoing v;as dictated in the presence 
of Messrs. Comegys and Hummel of the Antitrust Division, 
and Messrs. Rossen and Borowski of the SEC. 

RICHARD W. MCLAREN 
Assistant Attorney General 

Antitrust Division 
Department of Justice 
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______------------X 

In the Matter of 

TRANSACTIONS IN THE SECURITIES 

OF INTERNATIONAL TELEPHONE AND 

TELEGRAPH CORPORATION 

Pile No, HO-536 

STATE OF NEV/ YORK       ) 
ss.: 

il 

COUNTY OP NEW YORK  ) 

HAROLD S. GENEEN, being duly sworn, says: 

1. I am the President and Chief Executive Officer of 

International Telephone & Telegraph Corporation ("ITT"). 

2. I submit this affidavit to provide the Commission 

with Information concerning a rough draft memorandum dated I4ay 5 

;| 1971 (Exhibit A hereto) which I prepared for the use of internsLl 

counsel at ITT. 

3. The background of this Nay 5 draft memorandum is a 

follows: 

In about Januairy 1971, I was Informed that Assistant 

Attorney General Richard McLaren had rejected a proposal by ITT 

to settle the three antitrust cases pending against It and had 1 

quired why ITT was so Insistent against having a divestiture or 

Hartford Fire Insurance Company ("Hartford") Included In any 

possible settlement. We understood Mr. McLaren's question to me 

that It would take a detailed financial and economic presentatlo 

on the Importance of Hartford to ITT to persuade the Justice 

SS 
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Department that divestiture of Hartford could not realistically t 

expected to be part of any voluntary settlement of these three 

antitrust cases. 

Accordingly, preparations thereafter began for a presen 

tatlon to the Department of Justice on the adverse economic and 

financial Impact on ITT and national policy concerns which a 

divestiture of Hartford would have and It was eventually decided 

that Mr. Felix Rohatyn, an ITT director and a acknowledged expert 

In the financial community, should take the lead In making this 

presentation to the Justice Department. For this purpose, arrange 

ments were made for Mr. Rohatyn to see Deputy Attorney General 

Richard Klelndlenst on April 20, 1971 (Attorney General John 

Mitchell having previously disqualified himself from acting on 

these cases). 

Hr. Rohatyn met with Mr. Klelndlenst on April 210, 

and made a preliminary economic presentation on the Importance 

of Hartford to ITT and the national ecomony. I understand 

that following the meeting arrangements were made Tor a full- 

scale presentation by ITT to Mr. McLaren and others on this 

subject for April 29. It is my recollection that Mr. Rohatyn 

also reported to me that, during the April 20 meeting, he 

had suggested to Mr. Klelndlenst that the maxlmiun divestiture 

which he felt he would personally recommend to the ITT Board 

of Directors in an overall voluntary settlement of the three 

antitrust suits against Hartford, Canteen and Grlnnell would be 

a divestiture of Canteen and Grlnnell. Mr. Rohatyn told me that 

Mr. Klelndlenst did not respond to this statement and there was 

no further discussion on the subject. While I recognized that as 

a practical matter the Department of Justice might insist upon ^' 
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! 
j of an overall settlement, I »;as concerned that Mr. Rohatyn's 

.: statement might preclude us In the future from negotiating a 

! lesser divestiture with respect to Grinnell.  I took the positio 

II 
jl tjiat ITT had not violated any antitrust laws, as demonstrated by 

•J Judge Timber's final decision in our favor in the Grinnell case 

'.\ December 30, 1970, and that ccmsequently ITT should not be re- 

I quired to make a complete divestiture of both Grinnell and 
i| 

:i Canteen. « 
il. 

On April 29, Mr. Rohatyn led the full-scale ITT presen 

ij tation to Mr. McLaren, Mr. MacLaury of the Treasury Department, 

'! members of their staffs, and Mr. Kleindienst, with respect to th 

j economic importance of Hantford to ITT and to the national 

i economy. I was informed that there was no discussion of posslbl 
I! 

settlement terms in connection with that meeting. 

Dpon reviewing the materials which were left with Mr. 

,! McLaren in the course of the April 29 presentation (Exhibit B 

hereto), I felt that several points should be further amplified. 

Consequently, I suggested to Howard Aibel, ITT's General Counsel 

j! and to Mr. Rohatyn that a follow-up letter should be sent to Mr. 

:; McLaren. This was done by a letter of Maiy 3* 1971 (Exhibit C 

jj hez>eto). In the course of my discussions with Messrs. Albel, 

Rohatyn and Scott Bohon, ITT's Assistant General Counselj with 

respect to preparing this letter, we also discussed what other 

j steps might be taken to follow-up the economic presentation of 

J| April 29. It was decided that Mr. Rohatyn would attempt to set 

ii up-another meeting with llr.  Kleindienst for about May 10, 1971. 

In preparation for such a meeting Mr. Bohon wrote a memorandum fi 

Mr. Aibel dated May »*, 1971 (Exhibit D hereto), a copy of which 

he also gave to me, pointing out some of the practical financial 
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Ij 
' management and other problems which would be Involved in a posslt 

!itotal divestiture of Grinnell and the importance of Grinnell to 

•' ITT's diversification. 

:; It is my recollection that after receiving a copy of ' 

! Mr. Bohon's Hay k  memorandum, I.then dictated a rough draft memo- 
it 

• randum of my thoughts on this subject, which is the memorandum 
11 
.dated May 5, 1971 (referred to in paragraph 2 of this affidavit). 

It Is my recollection that I sent this rough draft memor£uidum to 
!' 
•Mr. Bohon.  I do not recall whether I also gave a copy of this 

i' draft, memorandum to Ilr. Rohatyn, but I may have done so. 

In the course of my conversations with Mr. Rohatyn, I 

I recognized that his statement to Mr. Klelndlenst on April 20 con- 

cerning a divestiture of Canteen and Grinnell might be Interpretc 

as a commitment as to the outside limit to which ITT would 

[' be prepared to go. Accordingly, I agreed that If the subject of 

II 
possible settlement terms came up in any subsegent meeting with 

< the Justice Department and he was not successful in gaining accep 

i anctf of the Idea of only a partial Grinnell divestiture, he could 
I -    . 

fall back to the statement he had made to Mr. Klelndlenst on 
I 
•April 20.. It was this statement by Mr. Rohatyn that I refer to 

I In pax>agraph 1 of my rough, draft memorandum of May 5 as "the offe 

! of Grinnell." ,  . 

1 However, because I earnestly did not believe that a 
I 

: total Grinnell divestiture was really necessary from the Justice 

Department's standpoint, paragraph 2 of my May 5 memorandum goes 

1 on to set forth possible courses of argument for counsel to 

develop on this subject in preparing for any future meetings.  It 

was my thought that we should try to persuade the Department.of 

Justice that a partial divestiture of Grinnell's Fire Protection 

Division should really be sufficient to satisfy the Government's 
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antitrust theories.  We had won the Grinnell case deif^isively on 

the merits, and the Fire Protection Division v/as the only portic 

of the company involved in the proposed appeal by the Government 

I felt strongly that it would be manifestly unfair and unnecessa 

!j for ITT to be required to divest all of Grinnell when there V7ere 

I! not even any anti-competitive charges Involving most of Grinnell 

;• business operations.  I understand that Mr. Bbhon then prepared 

Ij final raemoranduin dated May 7, 1971 (Exhibit E hereto), using cer 

'! tain of the material in my rough draft memo of May 5, which com- 

ij munlcated our final suggestions as to the points Mr. Rohatyn 

l' might make If the subject of a possible Grinnell divestiture 

i| should come up.  Our positj-on In this respect Is set forth lr\ 

j! greater detail In another May 7, 1971 memorandum prepared by Mr. 

M Bohon, captloned "The Grinnell Antitrust Case" (Exhibit F hereto 

i which was also given to Mr. Rohatyn. 
^. After Mr. Rohatyn met with Mr. Klelndlenst on May 

10, he reported to me that the conversation was essentially con- 

Ij fined to a repetition of the economic and financial points made 
Ij . . 

!! during the April 29 meeting and In the follow-up letter of May 3 
•j . " 
I Hr. Rohatyn said that he briefly mentioned that the Justice 

Department should not require ITT to divest any portion of 

Grinnell other than Its Fire Protection Division since that was 

the only part of Grinnell.which was Involved In. any potential 

antitrust problems. But, Mr. Rohatyn reported that Mr. 

Klelndlenst made no response to this point and that there was no 

discussion at all of any possible settlement terms. 

5. Thereafter I received no further Information about 

,j the Justice Departtsent's reaction to our economic presentation 
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Jl until June 17, 1971 when, as I have previously testified before 

II the Comnlssion, I was told by Mr. Rohatyn of a teleohone conversa- 
'• • ' 

jjtlon he had had that morning with Messrs. McLaren and Klelndlenst 
ii 

I in which they informed him that the Justice Department's "nego- 
ii 

,: tlating position" for a settlement of the three antitrust cases 
•1 
i; 

• would permit ITT to retain Hartford but vrould require divestiture 

11 of four large companies - Canteen, Grinnell, Avis, Levitt - and 

'I would Impose severe restriction against future domestic acqulsl-r 

.' tlons and against possible reciprocity practices. As I have also 
11 

'; testified, both Mr. Rohatyn and I were surprised and dismayed by . 
ii 

'• that "negotiating posltibn" since we considered that the. price 

the Justice Department was ^suggesting for settlement was "very 

sjbeep", emd was one which in no event would we recommend.that ITT 

I 

II 
accept (Tr. 9-12, 19). Prior to that time - as is shown in my 

May 5 rough draft memorandum - the maximum voluntary divestiture 

which I had even contemplated was divestiture of the two other 

companies whose acquisitions were directly challenged In the 

Government's lawsuits. Canteen and Grinnell. And even In that 

respect, as Is^Illustrated by my May 5, 1971 rough draft memo- 

remdum, I was extremely reluctant for what I sincerely considered 

to be very valid reasons to agree to any complete divestiture of 

Grinnell. Furthermore, I should emphasize that any willingness 

on our part to even consider a divestiture of all of Grinnell .was 

only In the context of an overall settlement which would require 

divestiture of two companies - Grinnell and Canteen. Certainly, 

when the Depeirtraent of Justice, or. June 17 and thereafter. In- 

sisted upon a divestiture of the four large companies, a total 

divestiture of Grinnell from my point of view was simply out of 

the question. 
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6.    As the Conunission Is aware, Mr. McLaren disagreed 

!• 

for some time with our position that a complete divestiture of ! 

Crinnell should not be required as part of sm overall settlement 

of the three antitrust cases. It was not until July 30-31, 1971, 

when a settlement agreement was reached, that he withdrew froa  i 

this position. 

li 
1: 
I- 
I: 
E 

;Sworn to before me this . 

•/o?>^day of June,  1972 

/^.(^Ju^r^ 

jc-.-c:- A.F:r.v.'.r.os 
• Notar/ T.i-'-:.'.-. Z .•>"n c' iXvi York 

Wo. 30-ir'*.'^'' • ' •••• •:•• Ma—io CountU 
Ci.: '     . ••• '••• •• Yar!; Coun^ 

Conv-.iiso.^. •u-'^'A r-Ureh 30, 1973 ' 

•! 

! 
(1 

-=fc^ Geneen 
:::s-j 
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(     iiont, wIuTP the Suincnit' Court .siiys thnt if the jmrtip* put thom- 
'Ix'cs ill this kind of a i)osition that it is not a legul ivason to forgive 

.ac violution of section 7. 
Now. I th) not. think a i)roseoiitor can quite take thut nttitiulo. I felt 

thiit wp ill rlie Antitrust Division huil to hiwe in mind tlie oflect that 
it would liavo on nil of these hundroils of thousands of shaicholiiers, 
iind till- ripiile effect it might have on tlie economy. 

Senator KE.NN'EDY. Mr. Kleiiidienst, were you acquainted with 
anvone from I'iT before Mr. Koliatyn called in April? 

Nir. KLEINDIEXST. WILS I acquainted with anybo<ly? 
Senator IVENXEDY. VCS. 
Mr. Ivi.EiNDiE.N'sT. There is only one person in ITT who I have 

ever been acquainted with, and that is a Mr. Ryan who i* ernjiloyed 
by that company in Washington, D.C., and he lives in my neighBor- 
hootl in McLean. 

Senator IVEXNEDY. Coulil you describe that relationship? Is it 
jiurcly sm-ial, or is it a relationshi|)  

Mr. KLEI.NDIEXST. It is a verj- casual social relationship; Once or 
t\nce a year the neighborhood has a Christmas ]>arty or neighborhood 
poi'ty, and then I see Mr. Ryan. 

Senator KE.N'XEOY. But there has never been a professional 
relatioiishij) between you? 

Mr. KLEINDIEXST. None at all, sir. 
Senator KEXXEDY. Had you ever heard of Mr. RohatVn before his 

call? 
Mr. KLEINDIEXST. No, sir. 
Senator KEXXEDY. He was not introduced to you by anyone? 
Mr. KLEIXDIEXST. NO, sir. 
Senator KEXXEDY. Did he refer to anyone in calling you? 
!NIr. KLEI.VDIEXST. No, sir. 
Senator KEXXEDY. He just called rou out of the blue, and you took 

us call? 
Mr. KLEI.VDIEXST. Well, he identified liimself as a re])re.->entative of 

the com])any. I think he knew who I was, my responsibilities in the 
Deiiartment. 

Senator KENNEDY. And you took his call, without knowing what he 
was calUng about, just because he was a director of ITT? 

Mr. KLEIXDIEXST. Yes, sir, I did. 
Senator KEXXEDY. Even though you did not know him or had been 

unaware of him? 
Mr. KLEIXDIENST. Yes, sir, based upon the identification given, I 

did. 
Senator KENNEDY. NOW, in your conversation with Mr. Rohat\-n, 

did 3'ou a-sk him whether he bod already presented his arguraen ts to 
Mr. Mcljiren? 

Mr. KLEIXDIENST. XO. He prefaced his remarics by saving be was • 
not a lawyer and he did not want to come in and ducu:» this tbinz I 
from a legal standpoint, but based upon I call it economics, but I I 
guess financial and economic considerationi). ^J 

Senator KENNEDY. Well, you are certainlv a hiwyer. 
Mr. KLEINDIEXST. I used to be, Senator Kenneciy. 
Senator KE.NNEDY. And he, in this conversation, did it not seem 

appro]>riate  

( 
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FCLIX G.ROHATYH 
44   WALL   STnr.CT 

HCW VOnK S.N.Y. 

May 3, 1971 
•    • i 

The Honorable Richard V7, McLtxrcn 
Assistant Attorney General in 

Charge of the Antitrust Division 
Justice Department __ _ 
Washington, D.C. ^  ""°~ 

Dear Mr, McLaren: 

: . .  I am'writing this letter to amplify and augment a 
point v;hich was made in the course of the discussion 
which we had in your office last Thursday, in the hops 
-that its importance will not be overlooked even though 
•'it was not fully developed in the brief summary memo- 
randum which v/as left with you, Mr. Kioindienst and 
Mr. MacLaury. 

The point is that in the event a divestitur)e of 
jKho Hartford was carried out by. ITT through, some kind^. 
spin-off, 'ITT would be placed in a very difficult c&sh 

• position which would severely impact its ability to cc: 
pete in markets abroad-. There could be as 'much as a 4, 
reduction in' cash available to ITT. This shortfall ir.i 
available cash would arise' from the reduction of eam-j 
ings by $88.7 million on such spin-off while the fixed: 
obligation to pay dividends of.$50,000,000 on the Seri* 
H preferred stock would continue, since as I explained' 
extensively at the meeting, the exchange could not pra: 
ticably be mcide for the Series N stock. These rcductic 
would in turn adversely affect borrowing power by an 
t equal amount since evory dollar of retained earnings w: 
support a dollar of borrowing. This shortfall is il- 
lustrated by the follov/in^^tcible: 

f 
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The lloi^ori»blc Kichard M.  McLaren 
May 3, 1971 
Page Tv/o 

i     19*70 Earnings nnd Dividends with ProCorna Adjustment 
I     to Put » Preferred fro":n Partial Year to Annual Bnsis 

.     1970 

Consolidated 
Excludi 
Hartfc: 

Net Zncotnc 

Dividends Paid and Proforma 
for N Preferred ^ 
All Pref erreds Except N ••- 

N Preferred fo'r Hartford - 
Paid in 1970 Partial Year 

.N Preferred for Hartford - 
Proforma to Bring to Annual 
Amoxint 

Preferred Dividends 
Conunon Dividends 
Total 

(Millions) 

$353.3       $265 

$40.7 

$26.0 

24.0       50.0 

90.7 
~7i;4        -,: 
$162.1 162.1 

"1970 Retained Earnings after 

Adjustment for*1970 to Put.Hartford 
N-, Preferred on Annual Dividend Basis 

I 

'Borrov/ing Capacity on 50/50 

Overall debt/equity ratio 
I. 

Total Cash Available From 
Retained Earnings 

Shortfall in Cash- Source to ~^^./,'•'ytof^L 
Reduction in Earnings due to ^'xt«.4siorr 
of Hartford and Retention of Series N 
Dividend Obligation, 

$191.2 

; 191.2 

$382.4 

162 J 

.1103, 

103 

$175, 

or drop of ^ef. 
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The llonornblc Jlicliurd V.'. KcLnrcn 
Mny 3, 1971 
Pngc Three 

V/hilo the cash problcn would be ameliorated to s: 
extent by spinning off the Hartford shares in exchanc- 
for ITT shares, thereby reducing partially the total 
dividend requirement for ITT con-jnon shares, the short- 
fall in available cash would still be a.major concern 
several reasons.  Among these are (1) the Series N pri 
ferred dividend requirement o^ $50,000,000 v/ould rcma; 
and (2) the exchange ratio offered to ITT shareholder; 
voiild undoubtedly have to be more than one share of m 
•ford for each share of ITT coxjnon tendered in order ti 
induce the exchange.  As a result of being required tc 
offer a substantial discount the number of ITT. shares* 
retired could be as little as one half the 22 milii.cr. 
Bartford shares, distributed, and certainly no more 
than three-fourths. 

You will remember, I am sure, that at the neotinc 
Dr* Saulnier pointed out that the credit worthiness o: 
borrower in foreign capital markets such as ITT is. 
heavily dependent on the value v/hich is placed on its 
jcommon stock on the stock exchanges here* and on the- 
credit rating v/hich itis outstanding debt securities 
receive. Dean V7illis VZinn, in his'remarks "particular! 
referred to the importance of" the credit worthine'ss o: 
a U.S. based company in the United States to successfi 
financing abroad, a major requirement'for-companies w: 
foreign operations like ITT's in light of the current 
balance of payments situation. 

A major reduction in available cash such as that 
demonstrated above, will, in addition to having the 
obvious adverse operational impacts which inevitably : 
a contraction of cash, have an adverse impact on equi*. 
values as dividends on the common stock come under pre 
sure.  Such a.cash shortfall would also undoubtedly h: 
an adverse impact on the holders of outstanding ITT dc 
instruments and on ITT's ability to raise additional 
funds through debt financing here, but more significa: 
abroad. 
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Tine Honorable Richard V7. McLaren 
May 3, 1971 
Page Four 

TUnong the advorcc consequences to the nation the 
would inevitably foll'ov; froni the requisite contracCic 
by ITT of its foreign operations is loss of market 
shares to major foreign competitors such as Ericsson, 
Siemens« Philips, Nippon Electric and Hitachi, Loss 
of market shares abroad can only result in a diminuti 
of the cash v/hich ITT^ v/buld have" otherv/ise repatriate- 
to the United States.  It v/ould appear, contrary to th 
national interests of this country to take consciousl 
actions which v;ould have such an adverse impact on th 
balance of payments. 

Thank you once again for the courtesies which v/ei 
extended to me. Dr. Saulnicr, Dean V7inn, and counsel. 
We very much appreciated the opportunity to discuss 
the overall policy implications of this situation wit 
you'« Mr. Kleindienst and Mr. MacLaury. 

Very^j:ruly your,s. 

CCS  The Honorable Richard G. Kleindienst 
Deputy Attorney General :^^ — - 
Justice Department 
Washington, D.C. 

Vhe Honorable Bruce MacLaury 
Deputy Under Secretary for Moneteur^ Affairs 
Treasury Department 
Washington, D.C. 
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j?l(>0,000 vvirii an agreement for a further $100,iW0 matching contribu- 
tion. :uiil x'liM \i\ his view, it was a normal substitute for advertising ex- 
lieiiclitiiivs of the San Diego Sheraton Hotel. 

Senator I'IAYII. HOW is that kind of decision made? Is nobody on the 
board tnkon into consideration, the executive committee? 

Mr. RouATVN. Oh, no. Senator; we would no more go into a thing 
like that Tlian we would the advertising budget of Avis. This is or 
sliould i»t? a routine matter; mayl>6 we will havu some ditferent rules in 
the future. But in any case, expenditures of that kind for normal busi- 
ness purposes would not come up to the board. 

Senator B.\ra. Were y9u ever on the boai-d of ITT-Shei-atou?   . 
Mr. IkOiiATrx. No, sir.\ .. 
Senator BAYII. Thank you. sir. 
Judge iloLaren, let me throw a few more questions at you very 

quickly here if I may. • 
Could y«)u enunciate a bit more specifically the whole reasoning that 

necessitated or that resulted in your changing your feeling about 
accepting the negotiation? "What really concerns me is that the ini- 
puet on stockholders is important, the impact on the economy is im- 
portant. But if we have a corporate merger that violates the law. have 
we gotten ourselves in the position that if the merger is big enough, 
it doesn't m ake any difference what the law says ? 

Judge MCLAREN. Senator, I think that doesn't really fairly express 
the situation. Let me put it to you this way, I think that a responsible 
enforcement oflScer has to take into account the overall impact of what 

/ 'le is bringing about. Up until they came in and proved to my satis- 
,jction that it was going to tremendously weaken ITT and was going 

"-^0 cost their stockholders something over a billion dollars, I saw no 
reason for settling this case short or a divesture. I thought that they 
made their bed, they could lie in it. 

Xow, when it became clear to me that we were talking about this 
kind of devastating effect on them, then I began to think in terms of 
what Icind of a settlement we could work out that would achieve our 
antitnist objectives and would not get into this kind of a tremendous 
adrerse effect upon the company and its shareholders. I use the paring- 
off kind of analysis that I explained a little while ago to Senator Hart. 

If you look at ITT as it was before the Hartford acquisition and 
you say to yourself, what can I pare off of ITT such that if they had 
not owned those companies that are pared off, I would not have filed 
suit against their acquisition of Hartford? Now, one of the things 
that we objected to was the fact that the Grinnell Fire-Safety Division 
was tied into this complex and Hartford  

Senator BATH. May I interrupt? 
You have been very kind and I think you have already gone through 

this. 
Judge MCLAREIT, Yes, sir. 
Senator BATH, And I remember it. It is in the record at least once 

or twice. I don't want you to have to labor through that again. I under- 
stand that weighing and slicing and trying to come up with something 
that you feel—and I have the greatest respect for your judgpnent and 
your expertise—^would conform to the law, 

"What I was trying to get at is what philosophical responsibility 
do wc have in Government? I am concerned about stockholders losinsr 

id 

^  I 
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L 

Air. KLEINDIENST (continuing). "The nondivestiture of Hnrtford 
but they have to do other things." 1 said, "If that is -good enough for 
you that is fine M-ith me" and we called up RohatTO. 

The CHAIH.MAN. We vill recess now until after the rollcall. 
(A recess was taken.) 
The CHAIRMAN. Let us have order. 
Senator Bayh, proceed. 
Senator BAVH. 2\Ir. EQiendienst, the whole thing is rapidly mo^nng 

toward the \ntching hour. 
The whole sum and substance of the reason for subjecting you and 

various indi^^duals associated with ITT to these hearings goes to the 
thrust of the Government case against ITT and why its position was 
changed. WTien we just left to go to vote I think you said vou renllv 
did not discuss the memorandum, the Mcljarcn memorandum, witli 
Mr. McLaren. That you just took his judgment and he said this is 
what ought to be and vou just initiated it; is that accurate? 

Mr. KLEINDIENST. "\Vell, he outlined in precise detail his proposed 
framework for a settlement, and gave me his reasons for it. Those 
were verj' persuasive reasons. 

Senator BAVH. And those rcusons were, again? 
Mr. KLEINDIENST. ,Beg you pardon? 
Senator BAYH. Those reasons were, again? 
^Jr. KLEINDIENST. Well, he had become con\-inced with respect to 

the financial implications involved in the situation, ha\Hng become so 
convincfd because of ihc sensitive relationships of Hnrtford (o the 
ITT conglomerate, that if they were going \o keep that then they woie 
goinc: to be required to divest themselves of other assets substfinUiiUv 
equal to Hartford, and also fl<^sets that would tend to reduce or elimf- 
nate the noncompetitive aspects of the ITT conglomerate. 

Senator BAYH. Could I read from the memo to refresh j'our 
memorv  

Mr. 1CLEINDIE>VST. Sure. 
Senator BAYH (continuing). To see if the substance contained in the 

memorandum was discussed with you because it is comphcated? 
Mr. KLEINDIENST. Sure, j-ou ccrtainlj- may. 
Senator BAYH. Did Mr. ]NIcLaren suggest in discussion or did you 

read what it says in the memo, and it saj-s: 
This will cripple ITT financi.iUy and >'cric>usly injure its 250,000 «tiickhoIderi'. 

Essentially, tlii-' is l>ec«u-'e ITT paid a $.")00 million preniiuiu for Hnriford * * '. Tlw 
result, ve are told, would be a loss of well over SI Ijillion in ITT coinini'n smck 
value, a weakened balance sheet, and reduced borrowing capacity. 

Did that- 
Mr. KLEINDIENST. That is what I meant to implv when he said 

that he had become pereuaded with respect to the financial impact 
of a divestiture of Hartford. 

Senator BAYH. Then he says: 
We have had a study made by financial experts and they substantially corifirra 

ITT's claim as to ibu effect of a divestiture order. 

Mr. KLEINDIENST. Well, I am sure he must have alluded to that 
but 1  

Scnatoi' BAYH. In other words, the thrust was the damage the. 
divcsiituie woulil have on ITT stock? 

Mr. KLEiNDitNM. Yes, sii-; that is the reason Judge McLaroii 
changed his inind, the variety of financial reasons, the bnluiice of 
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8. On July 31,   1971,  the ITT cases wore finally settled.    Whether 

ITT would have to divest itself completely of Grinnell was a principal 

matter of consideration between June 17,  the date of McLaren's pro- 
I 

posal,  and July 31,  and in ITT's eyes,  a matter upon which any 

settlement hinged. 
According to McLaren and Kleindienst,  McLaren and his staCC 

were responsible for the settlement.    Kleindienst did not talk with 

McLaren about this matter at any time f rdm June 17 until July 30. 

Mitchell and McLaren never talked with each other.about the cases. 
m 

There exists no testimonial or documentary evidence to indicate 

tiiat the President had any part, directly or indirectly,  in the settle- 

ment of Ihe ITT antitrust cases. 
McLaren was unaware of any financial commitment by ITT in 

regard to San Diego's hosting-of the Republican National Convention 

until long after the negotiations had terminated.    McLaren has stated 

ITT's contrxDUTXon had nothing to do with the settlenaent. 
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ab       Testimonyof Richard W. McLaren,  2 KCH 113.  361.   125, 
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-_______________-._X 

In the Hatter of 

TRANSACTIONS IN THE SECURITIES 

OP INTERNATIONAL TELEPHONE AND 

TELEGRAPH CORPORATION 

Pile.No. HO-536 . i 

STATE OP NEW YORK   ) 

COUNTY OF NEW YORK  ) 
8S. 

)} 

il 

HAROLD S. GENEEN, being duly sworn, says: 

1. I am the President and Chief Executive Officer of 

International Telephone & Telegraph Corporation ("ITT"). 

2. I submit this affidavit to provide the Commission 

with Information concerning a rough draft memorandum dated May 5» 

11971 (Exhibit A hereto) which I prepared for the use of Internal 

counsel at ITT. . •    . 

3. The background of this May 5 draft memorandum Is as • 

follows: • •     - •  -   ' 

In about January 1971> I was Informed that Assistant 

Attorney General Richard McLaren had rejected a proposal by ITT 

to settle the three antitrust cases pending against It and had In- 

quired why ITT was so Insistent against having a divestiture of 

Hartford Fire Insurance Company ("Hartford") Included In any 

! possible settlement.  We understood Mr. tIcLaren's question to mean 

that It would take a detailed financial and economic presentation 

on the Importance of Hartford to ITT to persuade the Justice 
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" management and other problems which would be involved in a possible 

|l total divestiture of Grlnnell and the importance of Grlnnell to 

"iTT's diversification. 
ij 
•i It is my recollection that after receiving a copy of " 

i Mr. Bohon's May '* memorandum, I then dictated a rough draft memo- 
!' 
:• randum of my thoughts on this subject, which Is the memorandum 

r dated May 5, 1971 (referred to in paragraph 2 of this affidavit).. 

/It is my recollection that I sent this rough draft memorandum to 
ii 
t 

Mr. Bohon.  I do not recall whether I also gave a copy of this 
ji • .' 
jidraft memorandum to Mr. Rohatyn, but I may have done so.  ' 

.: .        . .     •    I 

In the course of my conversations with Mr. Rohatyn, 1 

; recognized that his statement to Mr. Kleindienst on April 20 con- 

cerning a divestiture of Canteen and Grinnell might be interpreted 

i! as a commitment as to the outside limit to which ITT would 

Ij be prepared to go. Accordingly, .1 agreed that if the subject of 
ii • . .        • • 

possible settlement terms cjune up In any subseqent meeting with 

i the Justice Department and he was not successful in gaining accept- 

j ance' of the idea of only a partial Grlnnell divestiture, he could 

' fall back to the statement he had made to Mr. Kleindienst on I .        . 
I April 20.  It was this statement by Mr. Rohatyn that I refer to 

[l in paragraph 1 of ray rough, draft memorandum of May 5 as "the offer 

'of Grlnnell." 

However, because I earnestly did not believe that a 

:total Grlnnell divestiture was really necessary from the Justice 

[Department's standpoint, paragraph 2 of my May 5 memorandum goes 

! on to set forth possible courses of argument for counsel to 

develop on this subject in preparing for any future meetings.  It 

las my thought that we should try to persuade the Department of 

Justice that a partial divestiture of Grlnnell's Fire Protection 

Division should really be sufficient to satisfy the Government's 
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t antitrust theories.  We had won the Crinnell case decisively on  j 

i the merits, and the Fire Protection Division vras the' only portion * 

of the company involved in the proposed appeal by the Government. 

I felt strongly that it would be manifestly unfair and unnecessary 

;j for ITT to be required to divest all of Grinnell when there vrere 
ii 

. I! not even any anti-competitive charges involving most of Grinnell's 
ii 
jj business operations. I understand that Mr. Bbhon then prepaured a 

Jj final memorandum dated May 7, 1971 (Exhibit E hereto), using cer- 

|! tain of the material In my rough draft memo of May 5» which con- 
if • ' 

! munlcated our final suggestions as to the points Mr. Rohatyn 
i| 

•I might make if the subject of a possible Grinnell divestiture 
.11 ' 

•i 
i| should come up. Our position In this respect is set forth In 

ji greater detail In another May 7, 1971 memorandum prepared by Mr. 

M Bohon, captioned "The Grinnell Antitrust Case" (Exhibit P hereto), 

which was also given to Mr. Rohatyn. 

J>. After Mr. Rohatyn met with Mr. Klelndlenst on May 

10, he reported to me that the conversation was essentially con- 

I fined to a repetition of the economic and financial points made 

[• during the April 29 meeting and in the follow-up letter of May 3. 
i 
I Mr. Rohatyn said that he briefly mentioned that the Justice 

Department should not require ITT to divest any portion of 

Grinnell other than its Fire Protection Division since that was 

the only psirt of Grinnell which v/as involved in. any potential 

antitrust problems. But, Mr. Rohatyn reported that Mr. 

' Klelndlenst made no response to this point and that there was no 

I discussion at all of any possible settlement terms. 

II II       . 5.    Thereafter I received no further information about    | 

;| the Justice Departx»nt's reaction to oiu> economic presentation      J 
•I . ••".•. 
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Uuntil June  17,  1971 when,  as  I have previously testified before       I 

}!. the CoiTuTiisslon,  I vras told by Wr.  Rohatyn of a telephone conversa- 

(   tion he had had that morning with Messrs.  McLaren and Klelndlenst, 
I 

i In which they Informed him that the Justice Department's "nego- 
ij 
,• tiatlng position" for a settlement of the three antitrust cases 
ii 

; would permit ITT to retain Hartford but would require divestiture 
•I 

iiof four large companies - Canteen, Grinnell, Avis, Levitt - and 

Ii would impose severe restriction against future domestic acqulsi- 
1 

' tions and against possible reciprocity practices. As I have also 

testified, both Mr. Rohatyn and I were surprised and dismayed by 

that "negotiating positibn" since we considered that the price 

!! the Justice Department was suggesting for settlement was "very 

steep", and wag one which in no event would we recommend that ITT 

•: accept (Tr. 9-12, 19). Prior to that time - as Is shown in my 

II 

May 5 rough draft memorandum - the maximum voluntary divestiture 

which I had even contemplated was divestiture of the two other 

companies whose acquisitions were directly challenged in the 

Government's lawsuits. Canteen and Grinnell. And even in that 

respect, as is illustrated by my May 5, 1971 rough draft memo- 

randum, I was extremely reluctant for what I sincerely considered 

to be very valid reasons to agree to any complete divestiture of 

Grinnell. Furthermore, I should emphasize that any willingness 

on ottr part to even consider a divestiture of all of Grinnell was 

only In the context of an overall settlement which would require 

divestiture of two companies - Grinnell and Canteen. Certainly, 

when the Department of Justice, on June 17 and thereafter, In- 
1. 
li sisted upon a divestiture of the four large companies, a total 

divestiture of Grinnell from my point of view was simply out of 

the question. J 
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i 

H        6. As the Commission Is'aware, Mr. McLaren disaerced 

I! for so.Tie time with our position that a co.-nplete divestiture of 

h/^innell should not be required as part of an overall settlement 

r-t>f the three antitrust cases.  It was not until July 30-31, 1971, 

1 ; when a settlement agreement was reached, that he withdrew from 
t j 
, {, this position. 

j 

i I' 

;Sworn to before me this 

'/e?V^day of June, 1972 

1! 

jovcr: A.rrr.?.'.::os 
Notzr/ r•.••;: c. T .•>'a c' f.'cv/ York 

No. SO-ir"."'- • ' .••• ••:•. !':£i:.^u CountU 
C:»: '      .-•• j;. .••Var!; County 

Comr.uu.^u -Ji^^ Lurch 30, 1973 ' 
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ncgolinlions. Also, with respect to Canteen, he inquired if we would 
be willing to h^t ITT keep after-ucquired properties, that is, those 
hoiictlit or constructed after the main acquisition. With respect to 
Grinnell, he sirgued that ITT should be permitted to divesl only purt 
of Grinnell, that is, tlie fire protection business, which had been dLs- 
cussed iluring the trial of the case. With respect to Levitt, he raised 
the after-ttcquircd property point and also inquireil about retaining 
ox'orseas pro^ierties. He protestetl that there was no good antitrust 
reason why I TT should be forcetl to jlivest Avis. Then he asked ul)out 
the ncgotiatibility of our provision on no acciuisitions over SIO million, 
anrl so forth. I told hira we would negotiate on details, but that the 
basic provisions of the pro[)osal were firm. •   .   . 

Witiiin the. ne.\t few days we ngrceil internally that Carlson and 
Widmar should handle the negotiations, and by June 30 Carlson and 
Widmar had so advised Sailer, and had had a discussion with lum con- 
cerning procedure. 

On July 1, I met with Sailer, Carlson and Widmar and after a very 
short session, principally covering the points I had discussed with 
Sailer on June 24, I left Carlson and Wiilmar with Sailer to continue 
the negotiations. 

Negotiations between Carlson and Widmar on the one hand and 
Sailer on the other haml continued through the month of July—a 
part of which time I think from about July 10 to July 20, I was in 
London at the ABA meeting—and in the last few days of the month, 
Carlson and Widmar advised me that the matter was about wound up 
and that it would be helpful if I would sit in on one or two sessions to 
cover some final points. On July 30, I agreed that we would accept 
divastiture of the Fire Protection Division of Grinnell, rather than ! 
in.sisting on full divestiture. I did so because Messrs. Carlson and W^id- 
niar, >\nth Mr. Hummel concurring, felt that separating the Fire Pro- 
tection Division from the rest of Griiuiell would be a procoinpetitive 
step, ])utting the rest of the industry on a more even competitive 
basis with Grinnell, which incidentally wi\s the leader in that particidar 
industry, which had had a competitive advantage by reason of its 
vertical integration and ita broad contacts in the construction busi- 
ness. 

There were certain other minor points still in dispute, and our meet- 
ing adjourned on the evening of July 30, which was a Friday, for Mr. 
Sailer to consult with liis chent. We reconvened our meeting on Satur- 
day moming^uly 31, and ironed out the final points. Sir. Sailer then 
contacted IiT—and I believe they polled the directors for final ap- 
proval of the proposed settlement by telephone during the day. I 
then i)repared a pre.s3 release, for immediate distribution, annoimcing 
that we had reached an agreement in i>rinciple on the terms of consent 
decrees which, if approved by the courts, would terminate the three 
cases. This was done in order to head off any further newspaper 
speculation, and any possible insider trading when the markets re- 
opened on the following Monday. «^ 

In conclusion, I'want to emphasize that the decision to enter into 1 
settlement negotiations with ITT was my own personal decision; • 
I was not pressured to reach this decision. Furthermore, the plan of 
settlement was devLsed, and the final terms were n^otiated, by me . 
with the advice of other members of the Antitrust Division, and by I 
no one else. ^/ 
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1 

1 

That, ns yon may remember, is a part of your prepared stntoineut i 
and nppt'.trs at pnge IG (of the tvpewritten copy] of the record. I 

Mr. .\l(.'L.vuE.N'. Yes. I tliink I used the term ''discuso" there in the 
scii>c> of ••'coii.siilt with." 

Perhaps, the Senator hus in mind one of the memorandums we turn 
in which in<lirt\tes that I sent the Canteen case-up to the Attorney 
General when I initially recommended suit. 

I havp reviewed the situation there. Mr. Mitchell had listed Conti- 
nent.-U Bakery -as a former client of his former firm and only indicated 
that it had later been acquired by ITT. I think what happened | 
Avas that I sent the proposed case up, and then he telephoned me 
al>out it and said he was disqualified, and then he sent it down to . 
Mr. Kleindienst. I think that was the extent of any talks 1 had with 
him. 

Senator KENXEDY. And Senator Hart, in discussion, questions, with 
Mr. Kloindienst, said: 

"What discus.sions did j'ou have with John Mitchell with respect to 
anv aspects of the ITT cases?" 

^Ir. Klcindienst said "None," and Senator Hart said: "Mr. Mc- 
Laren, Jydge McLaren?" 

And Judge McLaren said: ' ' 
"1 had none, sir." 
Mr. McL.\.HE.N. I think that would be correct. There is a "buck' 

.slip showing that the Attorney General's executive assistant simply' 
bucked the matter do\\Ti to ^lr. Kleindienst. 

Senator KEN'XEDY. Mr. Chainnan, in the Department documents 
made a ])art of the record of this hearing there is, as Mr. McLaren 
just mentioned, the memorandum from Nlr. McLaren, dated April 7, 
19G9, addressed to Mr. Mitchell which states as follows: 

The attorneys for ITT are coining in to talk about tlie Canteen Requisition 
tomorrow' morning. I c.tpect to tell them we ore recommending suit, including a 
prompt motion for temporary restraining order, unless the merger is abandoned. 

And the second document is a memorandimi dated April 7, 1969, 
from the executive assistant to the Attorney General, addressed to 
Mr. Kleindienst, which reads as follows: 

This is a proposed civil antitrust complaint to prevent ITT from acquiring 
Canteen Corporation, a nationwide food service and vending company. 

This looks like a good case under section 7 of the Clayton Act. There Is a 
vertical aspect in that Canteen will be in a position to muscle its competitors 
and potenUal competitors out of food service and vending at the installations 
of ITT and \\i affiliated companies. 

Canteen and ITT will also have the power to expand the former's business by 
anticomi>etitive reciprocity action directed at suppliers of ITT and its subsidiaries. 
Moreover as alleged in the complaint, the merger will tend to cause similar 
mergers by Canteen's competitors simply seeking protection against the effecta 
of this one or aggressively seeking similar competitive benefits. 

Dick McLaren has talked to the Attorney General— 

and it says "A.G." 
about this cose so that he is aware of it. I don't believe he is aware that It is now 
"ripe." You may want to talk to him about it on the phone. 

And then it continues: 
As far as your signing the complaint is concerned, I dare say you can scratch out 

the A.G.'s typed name and then sign yours as Actmg Attorney General. 

And, then, at the bottom of the memorandum thcro is a hand- 
written notation: "To McLaren. O.K." 
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Senator IVENN-EDT. Was Mr. Flanigan in on LTV ? 
Judge McLuUiEX. No; not other than if he was the one I talked to to 

recommend an expert. And I think I may have discussed what I 
intended to do there with jNIr. EHeindienst from the financial stand- 
point. 

Senator KXXNEDY. Why would j-ou discuss that with him? Is tliere 
^ anj-—I am just inquiring. 1 am just interested. 

Judge MCLAREN. DO you undei-stand the LTV decree? It is a very 
broad decree. It was a very important case at the time. LTV was in ^'e^y 

,               bad trouble when we began analyzing it in those terms. I think I 
might have consulted  with  others—Paul McCracken, perhaps.  I 
wanted to be sure I was right on this thing, that is alL 

.    Senator IvESfNEDy. Sure. 
ji^^—-Well now, to get back—are you unsure as to who recommended Mr. 

Ranisden ? It was either ]\Ir. Flanigan or the Treasury  
Judge MCLAREX. Either Flanigan or MacLaury, I would say. I have 

no specific recollection, but that is the best I can remember. 
Senator KEXXEDY. In any event, he was the one who took this mate- 

lial, as I imderstand it, provided by ITT and did the survey and the 
study and made a recommendation to you. Is that right? 

Judge ilcLAREX. Both Ramsden and MacLaury. 
Senator KEXXEDY. Took the ITT material ? 
Judge iR'LAREX. Yes. 
Senator KEXXEDT. Both of them. And then they made the recom- 

mendation? 
Jud.2BiIcL,VREX. Right. 
Senator KEXXEDT. And the evaluation of the ITT material 1 
Judge ^fcL-vREX. Well, they made their own evaluation, I think, as 

well as reviewing what ITT had furnisheil. 
Senator KEXXEDY. At any time did you talk about the ITT case 

with Mr. Flanigan or anyone in the "White House? 
Judge MCLAREX. I do not believe so. 
Senator KEXXEDY. SO you did not have any communication with 

anyone in the White House in any way about the ITT case? 
judge ^ICL^VREX. Not that I recall at this time, and I think I would 

recall if I had. 
Senator IVEXXEDY. Sure. But they did the study, these two men. 
Have the materials that have been piovideti bv ITT, are they avail- 

able? 
Judge ^MCLAREX. Oh, yes; certainly. 
Senator KEXXEDY. They are available to the members of the com- 

mittee if they want them? 
Judge ^ICLAREX. Surely; yes. 
Senator KEXXEDY. AVas there any memorandum kept, Mr. Kleiu- 

dienst, that you know of, of the meeting that was held? Is there any 
record or recording kept of the meeting about who said' wliat to whom'{ 

IVIr. KLEIXDIEXST. Not that I know of. If there is, Mr. i\IcLareii lias 
it. 

Senator KEXXEDY. Do you know of any? 
Judge Jf CLAREX. I would liave to check. We had a lot of people at 

that meeting and somebody may have taken notes or made a memo- 
randum. I am not sure. 

Senator IVEXXEDY. ]\Ir. Rohatj-n, did you keep any notes on that? 

1 
J 
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memorandum allegedly written by Mrs. Dita Beard. Mr. Uume 
asked whether the subject of that memorandum hod entered into vny 
conversations with the Justice Department. I flatly denied that 
anythii^ having to do with the Sheraton commitment had ever been 
discussed by me with Mr. Eleindienst or any other representative of 
Justice. 

Let me say now that I do not know Mrs. Beard and, in fact, had 
never heard'her name before talking with Mr. Hume. Moreover, I 
never knew of an ITT commitment of the San Diego Convention 
Bureau until December 1971, when I read about it in the public pre^s. 
This was 6 months after the antitrust settlement had been reached. 
Therefore, it was Jiterally impossible for me to hAve participated ia 
any conversation regarding the commitment. 

' The settlement requires, so far as I know, the lar^t divestment in. 
the history of-world enterprise-comprising compames-with sales ap- 
proximating Srbillion in assets.' Even apart from forced sale, I caa 
think of no case in which a single-owner Toluntari]Ti>art«d with values 
of this m&znitude. As a director of the company, I considered this an 
extremely narsh-settlement,'arrived at after protracted and difScult 
negotiations betweeh-representatives of Justice and ITT. 

If I may, sir'|rfor the record, I would like to place the dates of my 
.   ' meetings with'--Mr.' Eleindienst.- 

' Thenrst one took place on April 20, 1971, where I nve orally some 
of the policy considerations we thought relevant. :^Ir. Eleindienst 
stated that since the Attorney General had disqualified himself, the 
tiltimate decision with respect to any litigation would necettsarily 
be his. He-said too he would.make that decision based on Mr. Mc- 
Laren's Antitrust Division recommendations, and told me any- 
presentation should be made- to Mr. AlcLaren and the Antitrust 
Division. 

The next meeting took place on April 29. 
- This was followed by the meeting of May 10. 

The next meeting was June 29. ' - 
The last meeting was July 15. 
Thank you, Mr. Chairman. 

^ The CHAIBMAM. Judge McLaren, you say you were solely responsible- ^ 
I  for this settlement, witQ your staff? 
I      Mr. MCLAKEN. I'm sorry. I couldn't hear the laat sentence. 
I      The CHAIRMAN. Did I luiderstand you to say that you were, you 

and your staff were solely responsible for this settlement? 
- Mr. MCLAKKN. That u mv testimony, yes, sir. 
The CHAIKMAX. NOW, di<f you know anything about a S400,000 

contribution from ITT to the city of San Die$:o? 
Mr. MCLAREV. Absolutely not. I knew nothing about any of this 

I whole business, or even that the convention was going there until I 
I read about it in the newspapers where someone tried to make a 
I connection between an alleged payment and the settlement of the 
lease. 

The CHAIRMAN. NOW, did Mr. Eleindienit. Mr. Mitchell, or anyone 
else att«mi)t to influence yottr decision in this settlement? 

Mr. MCLAREK. The direct answer to vour question is "No, they did 
not." I would like to add this: when I was first interviewed by Mr. 
Miiohell and Mr. Kleiiidienst in th« Pierre Hotel in December of 1963 
with r^ard to coming down here, I bad an understanding with them ^ 
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HERMAN: Let ne ask you one other in-their-shoes question. Do 

you think it was right and proper and' also wise for ITQT to make this 

large pledge to an organization connected with the Republican Party 

while it was engaged in this litigation or these negotiations? 

JUDGE MCLAREN: I just have no way of commenting on 'that.  I 

knew nothing about it.  It never came to my attention, even where the 

convention was going to be, until long after our negotiations. I 

never met Mrs. Beard, I never had anything to do with that. According 

to their story, as I understand it, for the big hotels to make con- 

tributions, particularly on a big opening, as I understand that 

Sheraton's going to have out there, that's a pretty customary thing. 

HERMAN: But by five times custcmary. They are the second 

''^argest chain, they gave five times as much, I understand, as the 

first largest chain. 

JUDGE MCLAREN: Well, they've got three hotels - I don't 

^f   --I can't argue that -- I knew nothing about it at the time, and 

I gtiarantee you that that Republican convention site and ITT's con- 

tribution had alsolutely 100 per cent nothing to do with this settle- 

ment that I made. 

STRAWSER: If, as Mrs. Beard claims, that memorandum that did 

link the two was a forgery all along, do you feel that it was un- 

necessary for you to sit through all those days of hearings in the 

Senate? 

JUDGE MCLAREN: I don't -- I -- Mr. Strawser, it's completely- 

inexplicable to me. Based on my knowledge of the events, what I said 

before was that the memorandum is absolutely incredible. Now whether 

it's spurious, a forgery, or just name-dropping, I just don't have any 
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9.   V    On Jiily 23,  1971, the Republican National Committee selected 

San Diego as its selection site for the 1972 Republican National 

Convention.   San Diego was the preferred site by William Timmons, ' 

who had investigated that city as a potential site and the Attorney .  , 

General's convention task force, and was the highest regarded city 

for security purposes.  . -^-^ • .     ' 
•\                                                                        •           • - • • 
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THE WHITE HOUSE 

WASHINGTON 

CONFIDENTIAL/EYES ONLY May 6, 1971 

MEMORANDUM FOR:        . H. R. HALDEMAN 

FROM: WILLIAM E. TIMMONS 

SUBJECT: * '72 ConvenUon Site 

^- 

1 spent two days in San Diego this week surveying the city as a possible 
site for the 1^72 Republican National Convention.   A report on xiiy findings 
is attached in Tab A. 

There hatf been no effort in this paper to compare San Diego with other 
possible locations.   Also, there is no evaluation given to California in 
relation to the possibility of Reagan or McCloskey contesting the nomina- 
tion or weight given to Vice Presidential politics.   Both of these factors 
must be considered at some point however in the decision process. 

I believe San Diego would make an excellent location for the next 
Convention.    However, there are two major obstacles and three minor 

^        problems: 

TIMING;   It is absolutely impossible for San Diego to host the Convention 
before Labor Day, September 4th.    The city's hotel rooms are 
always committed during August by tourists and there is an unwill- 
ingness to lose regular customers.   Also, the Hall is booked by 
the International Machinists Union September 3-17 and by the 
fleet Reserves from September 17-21st.    If these two organizations 
were willing to reschedule their conventions,  even the early 
September date presents a legal diMculty for us.   A number of 

•   states require Presidential candidates to file by late August in. 
order to get on the November ballot.   In 1968 I'm told the Democrats 
ran into this problem in several states but were able to get waivers. 
I am having two groups independently research the various state laws 
and possible waivers.    Unless this is satis&ctorily resolved, San 
Diego will not offer a bid.   I'll keep you posted on the results of 
my investigation. ~ 

FINANCES;   The RNC estimates it will spend $800,000 to run the convention. 
Bidding cities are requested to pay the Committee this amount, part 
of which can be in services,  rents,   etc.    It will be impossible for 
S&n Diego to raise this kind of money.    They talk of only $200, 000, 
but if they are really in the running I feel the city can come up with 

CONFIDENTIAL/EYES ONLY 
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FINANCES;    (continued) 

\^400, 000 with the remainder coming from RNC and California 
GOP sources.    If the timing problem can be resolved, I will 
make the necessary contacts to work on the financial bid. 

HOUSING;    The lack of excess first class rooms and available parlors 
present a minor problem.    By stretching, San Diego can cozrunit 
sufficient rooms for the-event,  I feel. 

CONVENTION HALL;   The RNC requires 150, 000 square feet of work 
space in - or adjacent to - the Convention Hall.    This is mostly 
for media.    The San Diego Sports Arena has only about 30,000 
square feet of off-floor work space.    Therefore, a temporary 
building with approximately IZO, 000 square feet will have to 
be erected.    This can be done. I 

GOP FACTIONS;   If San Diego is chosen as the convention site, we 
can expect a blood-letting confrontation between the Finch and 
Reagan forces for control or at least public exposure.    The 
battle lines are already forming, and I suspect the sitxiation could 
become bitter.    NOTE;   Al Harutunian apparently has tentatively 
reserved the Sports Arena for mid-September under the name of 
Billy Graham.    It is widely believed he is acting as an agent for 
Finch.    I have information that Bob will be in San Diego this 
week-end and may discuss the convention.   While I did not see 
Harutunian, he has learned of my trip and will undoubtedly spread 
it around.    I suspect Dick Capen told him, although this is just 
a guess. 

San Diiigo will definitely make a formal bid for the 72 convention.    I 
am obligated to report to them if we can consider a Septenaber event. 
The Site Committee of the RNC will have to visit San Diego, but Bob 
Dole tells me he can arrange for a favorable report on any city the 
President wants. 

CONFIDENTIAL/EYES ONLY 
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THE WHITE HOUSE 

WAS H I NGTON 

June 23,  1971 

MEMORANDUM FOR: H.R. HALDEMAN 

FROM: GORDON STRACHAN (^ 

SUBJECT: 1972 Convention Site 

Magruder will meet the Attorney General today and discuss 
memorandum attached at Tab A concerning the RNC Site 
Committee's visit to Sam Diego. 

To svimmarize: 

1. The Site Committee found the same faults Bill Timmons' 
noted in his May 6 memoremdum (limited office space at the 
convention hall and barely adequate hotel accomodations); 

2. The local politicians are indifferent, but the State 
officials, especially Ed Reinecke, are enthusiastic. 

.3. The San Diego bid is $500,000 in cash and $1,000,000 
in inflated price services.  This excellent bid is con- 
sidered primeurily the work of Reinecke and Magruder will 
suggest that the Attorney General call Reinecke euid theuik 
him. 

4. San Diego is the favored site of the Attorney General's 
task force, though Chicago, Miami, and Louisville eure still 
under serious consideration by the Site Committee. 

5. Dole, Timmons, and Magruder believe the Convention Site 
Committee's request to see the President should be denied. 

,,        Rather, Timmons should see the President, get his decision, 
^ A^[.*U-*b{,^elay it to Dole, and have Dole program the Site Committee 

^       ^^       to recommend formally to the President and announce to the 
^^^^ media the location of the 1972 RNC Convention. 

6. A formal decision paper will be presented to you emd the 
Attorney General when San Diego siibmits its formal bid, 
hopefully this week. 

On a related matter, Timmons submitted the memorandum attached 
at Tab B concerning the number of ^-Biite House Staff who 
would be attending the convention.  Timmons believes all 
commissioned personnel (approximately 50) are "entitled to 
be present whether or not they are actively engaged in the 
Convention.** 
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The following are the options of which I reconmend 
number two. 

1. All conmissioned personnel attend  

2. Only those Staff \idio are contributing, whether 
commissioned or not 

3. All male Staff down through Staff assistant 
level (150)  
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CITIZENS FOR THE RE-ELECTION OFTHE PRESIDENT 

WASHINGTON 

>uiri 171 

wMHiNoroM. o.c. seoo* Jun«   22,   1971 
ItOtI ]31.9Sie 

CONFIDENTIAL 

MEMORANDUM FOR: MR. JEB S. MAGRUDER 

FROMt ROBERT C. OOLE, JR. 

SUBJECT: 1972 CONVENTION SITE 

The RNC's Convention Site Committee has now returned from San Diego, 
thus completing its series of visits to all the cities which have bid 
for the 1972 Republican National Convention. The Committee was. not as 
inqpressed with San Diego as we hoped it would be, citing the lack of 
office space for the media and the RNC at the convention hatll as the 
main drawback. Also, some political officials in the city, chief among 
them the mayor, either suggested that the city did not want the conven- 
tion, or were at best indifferent to the prospect of getting it. On the 
other hand, business leaders and state officials, led by Lieutenant 
Governor Ed Reineke of California, were very enthusiastic and members of 
the Site Committee reacted favorably to these people. . . ^ 

Bill Timmons reports that his contacts in California tell him the city 
is now offering $400,000 in cash and approximately $600,000 in services 
bringing the total offer to approximately $1,000,000. However, the city 
is putting very high pricetags on the services, so in reality the figure 
might be more like $800,000. The final bid is being prepared this week 
in San Diego and should be received by the National Committee at the end. 
of the week — we will obtain a copy of it.  It is our understanding that 
in this bid, the city will offer to construct a building adjacent to the 
convention hall which can house offices for the miadia and also for the 
RNC. San Diego will donate the use of the convention hall for as long a 
time as is needed to ready it for the convention, and also for the con- 
vention sessions. 

CONFIDENTIAL 
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Incidentally, San Diego Democrats are reported to be upset that the 
city did not bid for the Democratic convention and therefore San Diego 
has decided to put in a pro forma bid for the Democratic convention. 

It also should be noted that the Site Committee believes the list of 
cities under serious contention is now do^'m to San Diego, Miami, 
Louisville, and Chicago.  The committee has ruled out Houston because 
it has not expressed a real interest in the convention and has refused 
to maik&  a firm offer of cash and services.  San Francisco was ruled out 
because the committee fears possible problems with the nearby ceap\iSB» 
and does not feel the convention hall euid hotel situation is as good 
as it is in other cities. 

In the meeting of our convention strategy task force on Friday, San Diego 
emerged as the very clear favorite, followed by. Houston. There wets no svqp- 
port for any of the other cities.  Those attending that meeting were Pat 
Buchanan, Bill Safire, Dick Moore, Harry Dent, Len Gsunnent, Don Rumsfeld, 
smd Bill Tinmons.  Dwight Chapin, Fred La Rue, and Frank ShaJcespeaure were 
out of town.  In addition to favoring Scui Diego, the task force agreed 
that the convention should begin the week of August 21, 1972, and shoiild 
be a three day convention. 

Jo Good told me today that members of the Convention Site Committee are 
in Washington this week and that she would like Chairman Dole, Fred 
Scribner, and the vice-chairman of the committee to meet with the Pres- 
ident later this week or next week to review with him the thoughts of 
the Site Committee, so that the President might be informed of everyone's 
views before making up his mind.  I have advised Bill Timmons and Gordon 
Stracheui of this, and the three of us have agreed that the following 
strategy should be employed rather than having the committee see the Pres- 
ident. Also, Timmons tells me that Dole agrees with him that we should 
pursue the following scenario: 

As soon as the bid from San Diego comes in, we (Timmons, Magruder, Odle) 
will examine it.  If our inclination is still to go with San Diego, I will 
prepare a decision paper for the Attorney General and Mr. Haldeman. As- 
suming their concurrence, we will then request that Timmons discuss with 
tihe President his views on all the cities in contention for the convention 
site and ovtr recommendation that we go to San Die^o.  Assuming the Presi- 
dent concurs with this choice, Timmons would then talk with Dole and com- 
municate the President's decision to him. Dole would talk with the members 
of the Site Committee regarding this and at some future point in' time (next 

CONFIDENTIAL 
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week or the week after) , either Dole by himself or Dole with the other 
members of the Site Committee would meet with the President and announce 
to him their decision that the convention go to San  Diego. The President 
vrould tell the Site Committee that.he concurs with their recommendation 
that the convention be held there.  Members of-the Site Committee could 
then go into the Briefing Room and announce to the media that they had 
recommended to the President that the convention be held in Saui Diego, 
that the President had approved their recommendation, and that they 
hoped the Republican National Committee would approve the recommendation 
in Denver on July 23. This would put us publicly on record as having 
chosen a convention site before the Democrats. 

If the general strategy as outlined above is approved, we will proceed 
as suggested with the initial decision paper. 

Approve   Disapprove   

Comments 

y^ bcc: Mr. Gordon C. Strachan (for Mr. Haldeman's approval and concurrence 
• if necessary] 

CONFIDENTIAL. 
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THE WHITE HOUSE 

WAS HI NGTO N 

June   21,   1971 

MEMORANDUM FOR: H. R. HALDEMAN 

FROM: WILLIAM E. TIMMONS (^ 

SUBJECT: '72 Convention 

In preparing my preliminary plan for next year's convention, 
I need to know how many White House staff we may be required 
to accommodate with rooms, transportation, tickets, etc. 

No doubt a number of key staffers will be involved in the 
convention campaign and, of course, those will be included 
in our early plans. 

I personally feel that all commissioned personnel are 
entitled to be present whether or not they are actively 
engaged in the convention. o» nait.  This would be a morale booster, 
give staff a greater insight into politics, and serve as "(firowd 
fillers" for selected events. 

RECOMMENDATION: 

That I include plans for having all commissioned White House 
staff attend the '72 Convention. 

APPROVE      DISAPPROVE   

OPTIONS: 

If the recommendation is disapproved, then 

1.  Only those staff who can make a contribution to the 
Convention   

If the recommendation is approved, then 

1.  Include male staff down through staff assistant level 
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June 26, 1971 

V 

MEMORANDUM FOB; THE_AnQRNEY_GEiHERAU 
H. R, HALDEMANfc^-— 

FROM: JEB MAGRUDER^^?^^\ 
WILLIAM TIN^Sg^ 

SUBJECT: 1972 Convention 

This paper with its attachments is a summary of information 
relating to decisions that should be made immediately 
regarding the 1972 Republican National Convention.  We 
make thi'ee recommendations: 

1. That San Diego be selected a? the site city 

2. That the Convention start August 21, 1972 

3. That it be a three-day Convention 

We suggest you discuss these topics, at the earliest oppor- 
tunity, with the President to get his guidance.  When resolved. 
Chairman Bob Dole should be notified so he can engineer his 
Site Committee to make identical recommendations to the 
President.  Later, Dole should meet with the President to 
advise him of the Committee's views, giving the President an 
opportunity to concur.  Should San Diego be selected, this 
meeting might be considered for San Clemente the first week 
in July. 

I. DEMOCRATS 

Every available signal is that the opposition will hold its 
national convention in Miami Beach, starting on July 10, 1972. 
While Miami has good facilities, hotels and vacation atmosphere-, 
the Democrats are probably more interested in the security 
aspects of Miami as a result of the '68 riots in Chicago. 

II. REPUBLICANS •'    '• 

Bob Dole is Chairman of the Republican National Committee Site 
Selection '"ommittee.  The Committee membership is listed in 
Tab A. ' Bids have been received from: 

CONFIDENTIAL/EYES ONLY 
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/' 
-- San Diego 
-- Miami Beach  / 
-- Chicago      1 „ 
- - Houston      \{ ' 
-- Louisville 
-- San Francisco 

Committee visitations have been made to all cities except San 
Francisco.  An analysis of each city's bid and some pro and 
con arguments of the various sites are in Tab B. 

Since the President will control the Convention machinery and 
can schedule events to fit television prime time, media cover- 
age is not a. significant factor in site location.  Presumably 
we will try to target time for maximum exposure, and this can 
be done^ by a little earlier program on the West Coast or a 
little later on the East Coast. 

Also, while we question the argument'that site location helps 
deliver a state's electoral votes to the Party, it certainly 
is a false issue for regular convention cities such as Chicago, 
Miami and San Francisco. 

Facilities, security, a healthy "upbeat" atmosphere, confidence 
and control are important considerations to site location. 

The Site Committee will make its formal recommendation to the 
full Republican National Committee at the Denver meeting on 
July 23.  It is expected that the RNC will ratify the recom- 
mendation without difficulty.  Additionally, Dole has indicated 
he recognizes that the President will call the shots on the 
Convention. 

III.  DATE OF CONVENTION 

The Republican National Committee, Justice Department and 
White House counsel agree that a September convention would 
be too late to guarantee that the nominees can legally be 
placed on the ballots in a number of states.  While some 
waivers may be possible, a September Convention cannot be 
considered.  The Summer Olympics start in Munich, Germany 
the last week in August, and ABC has exclusive coverage and 
a commitment to carry events in prime time.  ABC officials 
say that is locked in and it would be difficult for their 
crews and equipment to cover a convention the last week in 
August.  Also, it is felt we would lose a substantial audience 
if the Convention were to compete with the Olympics.  Therefore, 
August 21 appears to be the latest date the Convention could 
start considering the circumstances.  The RNC favors the 
Convention for this period. 

CONFIDENTIAL/EYES* ONLY 
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IV.  THREE-DAY CONVENTION 

Historically, both part 
length from two days to 
been the most popular, 
the President, a shorte 
This would help eliinina 
fewer opportunities for 
ferences, demonstrators 
business can hardly be 
is anticipated the sess 

Monday, August 21 
Morning 

First Session 

Monday, August 21 
Evening 

Second Session 

Tuesday, August 22 
Morning 

Third Session 

Tuesday, August 22 
Evening 
Fourth Session 

Wednesday, August 23 
Evening 

Fifth Session 

ies have held conventions varying in 
five days.  A four day convention has 
Because of the expected renomination of 

r Convention is felt appropriate for 1972, 
te delegate and public boredom and leave 
the media to emphasize Republican dif- 

, etc.  On the other hand, official 
condensed to fewer than three days.  It 
ions might be divided as follows: 

Convening 
Committees appointed 
Temporary Chairman 

Keynote Address 
Permanent Chairman ' 

Reports of J>latform 
Rules, Credentials, etc, 

Nomination Speeches 
and election of candidates 

Acceptance Speeches 

The principal change in this agenda schedule is that normally 
the committee reports, including Platform, are held during even- 
ing prime time on the second day.  With an incumbent Administra- 
tion, it is felt this event could be held in the morning even 
though we are exploring ways (films?) to make the platform more 
interesting and attractive.  The RNC favors a four day convention 
because of anticipated hotel commitments to the host city and 
fear emergencies may require longer individual sessions. 

We urge adoption of our recommendations. 

1. 

2. 

San Oiego as site 

APPROVE 

Start August 21, 1972 

APPROVE  

Three-Day Convention 

APPROVE 

DISAPPROVE 

DISAPPROVE 

DISAPPROVE 
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SAN  DIEGO 

AVAILABILITY: 

HALL; 

BID; 

HOTELS; 

SECURITY: 

ARGUMENTS: 

. PRO: 

CON: 

CONCLUSION: 

August date is oka/. 

Seats 15,000.  Will require 
temporary facility for network 
and service organizations. 

$1,500,000 in cash, goods 4 services. 

Can meet 18,000 requirement, some 
rooms better than others. Short 
on parlors. 

Go^d local police force and state 
patrol. Military installations 
close by. Access to hall is good. 

Republican Governor (Reagan) 
Republican Congressman (Wilson) 
Close to Western White House 
Outstanding climate 
New, non-convention city 
Emphasizes GOP interest in Western votes 
Best money bid 
California has most delegates and most electoral 
votes 

Many things for delegates to do 
Outside, wholesome atmosphere 
Copley papers 

Democratic Mayor (up for re-election this year) 
City never handled big riots 
Shortage of parlors 
Construction of temporary facility next to ^all 
Possibility of Reagan candidacy 
Internal competition between Reagan and Finch 
forces 

Proximity to Watts k  Berkeley could assure 
demonstrations 

Arnhold Smith IRS problems 
Must have earlier sessions to accommodate national 
prime time 

Aerospace unemployment 
Considered a non-union town 

By far the best of bidding cities. 
Security is main concern. 
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MIAMI   BEACH 

AVAILABILITY: 

HA^L: 

BID: 

HOTELS: 

SECURITY: 

ARGUMENTS: 

PRO: 

CON: 

CONCLUSION: 

August date is okay 

Seats 16,000.  Excellent hall. 

In neighborhood of $600,000 in 
cash, goods and services. 

Good rooms and parlors in sufficient 
numbers.  However, they are stretched 
out with only one artery. 

Excellent because of geography. 

Close to Key Biscayne 
Sentimental return to '68 site 
Lot for delegates to do; beaches 
Best security of all cities 
Easier for media to cover both conventions 

Hurricane season 
•Old hat; nothing new 
Public boredom of having two conventions 
in same city 

Democratic Governor and Mayor 
Afraid of riots; seek shelter 
Not truly a "southern" city 
Local Cuban competition 
Have had racial problems 
Must have later sessions to accommodate national 
prime time 

Second best choice 
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CHICAGO 

AVAILABILITY: 

HALL: 

BID: 

HOTELS: 

SECURITY: 

ARGUMENTS; 

PRO: 

CON: 

August date would require 
moving American Legion convention. 
This may be possible. 

12,000 seats -- a little small. 
In black ghetto section. 

The required $800,000 anyway 
we want it. 

Excellent number of rooms and 
parlors. 

Police good and have riot experience 

Republican Governor (Ogilvie) 
Midwest location 
Transportation center 
GOP can do what Democrats couldn't. 
Good prime time coverage for nation 
Big City atmosphere 

Red flag to demonstrators 
In Daley's hands 
Have been there before 
Governor Ogilvie is opposed 
Chicago is not truly representative of 
Heartland America 
Not much new for delegates 
Racial and unemployment problems 
Hot, humid climate 

CONCLUSION: The risk is too great for any 
marginal benefit. 
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HOUSTON 

AVAILABILITY; 

HALL: 

BID; 

HOTELS: 

SECURITY: 

ARGUMENTS; 

PRO:  - 

CON; 

CONCLUSION: 

Possible in August subject 
to rescheduling of baseball 
games. • 

Astrodome is too large but 
Astrohall has 15,000 seats. 
Modern facilities. 

No firm offer made. 

Limited. Must utilize rooms 
far away from hall. 

Probably adequate. 

A new convention site 
Will influence Texas and southern votes 
Republican Senator (Tower) and one local 
Congressman (Archer). 

Midwest television time 
Central geographical location 
Few demonstration problems 

Democratic Governor 
LBJ image covers Texas 
Hot and humid climate 
Not much for delegates to do 
It was apparent to the Site Committee that 
Houston was not genuinely interested in 
attracting the convention and refused to 
cooperate.  If Houston is chosen, it will 
require a great deal of RNC staff work to 
get a decent bid. 

"Dark Horse" third choice 
but harder negotiations required. 
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LOUISVILLE 

AVAILABILITY: 

HALL: 

BID: 

HOTELS: 

SECURITY: 

ARGUMENTS; 

PRO: 

CON: 

CONCLUSION: 

Anytime we want it. 

New, excellent downtown facility. 

Open to negotiation;.no firm 
offer. 

Extremely limited; probably 
have to house in other states. 

Probably adequate but untested. 

New convention city 
Helps with southern and border states votes 
Republican Governor (election this year) and 
two Senators (Cook § Cooper) 

Small town heartland America 
Kentucky bourbon 

Housing and transportation limited 
"Why Louisville?" 
Nothing for delegates 
The Site Committee feels Louisville is not 
sincere in its bid, which was instigated 
by Col. Sanders of chicken fame and a group 
of aggressive Jaycees.who are part of the 
Democratic Mayors best supporters. 

Not enough pluses to offset 
liabilities. 
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SAN FRANCISCO 

AVAILABILITY: 

liALL: 

SECURITY: 

ARGUMENTS: 

Undetermined 

Cow Palace seats 14,000 but 
is far from city 

Mo offer made^ Felt could 
raise $300,000. 

Tourist season. Hard to commit. 

Nojt^'Good.  Center of dissent 
and unrest. 

No body considers San Francisco 
a possibility in light of above 
and other factors. 

CONCLUSION: Absolutely out of questioni 
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UNITED STATES DEPART^LENT OF JUSTICE 

LAW ENFORCE.V.ENT ASSISTANCE ADMINISTRATION 

WASHINGTON. D.C   20330 
> 

OFnCX O? THE ADMBfUnATION JUHB   30,    1971 

MEMORANDUM FOR: Mr. William Timmons 
Office of Congressional Liaison 

SUBJECT:  Security and Civil Disorder Capability of the 
Six Cities Bidding for the Republican National 
Convention 

After a review of the seciirity and civil disorder 
capability of the six cities which have submitted 
bids for the holding of the Republic National Conven- 
tion, we herewith submit oxir conclusions. A detailed 
breakdown of the capability of each city in those 
areas which we consider most important is attached. 
The cities were evaluated on the basis of these criteria. 
The six cities, together with our simmary observations, 
are listed in order of preference as follows: 

I. San Diego, California 

Command and control elements of the city for 
civil disorders is considered excellent. 
Recent incidents in the nature of civil dis- 
orders indicate that the police department is 
well organized and well deployed. Arrange- 

• . ments exist for curfews and the imposition 
. of restrictions such as the closing of bars 
and gasoline stations.  The city has developed . 
excellent mass arrest procedures.  San Diego 
has approximately 950 uniformed sworn personnel 
and approximately 260 reserves. The city has 
achieved an excellent level of training in riot 
control and has engaged in some joint command 
post exercises for civil disturbances.  The 
police department has two SEADOC attendees. 
Their intelligence system is excellent. 
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The city has a very small EOC, but is capable 
of expansion with considerable reorganization. 
It has no mobile command posts. The existing 
master civil disorder plan is considered 
excellent and is tested each year. They have 
excellent special organizational arrangements 
for large scale security and large scale 
civil disorders situations. They have sniper 
suppression teams,-but only limited capability 
in explosive clearance and arson suppression. 
The city relies on the active military service 
for ordinance disposal. 

Mobile booking teams are available and mass . 
arrests procedures have been developed. They 
have special protective equipment such as flack 
vests and face shields but wonld need supplemental 
equipment in the case of a large civil disturb- 
ance. A limited communications ability exists. 

Mutual aid arrangements are in existence with 
local cities (approximately 500); regional areas 
(approximately 2,000); and state police (approxi- 
mately 2,500). On street national guard strength 
can be anticipated at 15,000. The state of 
training of these forces can be considered good 
at the county and regional level, and excellent 
at the state level. 

There is excellent ingress and egress to the 
municipal convention center which is located 
In the center of town and across the street from 
the county jail. The San Diego Sports Arena is 
located approximately five miles west of the 
city in a semi-industrial area. There are no 
parks or other open areas In the immediate 
vicinity. Heliport facility could be arranged. 
Adequate parking facilities do exist. 

Relationship between the Judiciary and thepolice 
is excellent. 
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2. Chicago, Illinois 

This city has a good police cororaand and 
control element which has operated success- 
fully in the past. The number of uniformed 
police is adequate for most anticipated 
situations. They are well trained in CD 
operations. Their intelligence system is 
excellent. 

The city has an expandable well-equipped EOC. 
They have a present capability in the area of 
Special Operations to include ordinance disposal, 
sniper and arson suppression, mobile booking, 
mass arrest and detention. Police force is well 
equipped with protective gear an4 chemicals. 
Good communications equipment is available with 
trained operators. '      - 

The major facilities afford adequate ingress 
arid egress. Heliport facilities can be arranged 
in the immediate location, and adequate security 
can be provided. 

Excellent relations exist between police and 
judiciary. 

Police superintendent is not a political 
activist. 

3, Houston, Texas 

There are established policies and profcedures 
for the control of civil disorders in Houston. 
The city has approximately 1,800 uniformed 
sworn police officers. Thfey are considered 
to have an operational capability in control- 
ling riots. 
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They have an excellent master civil disorder 
plan. Existing mutual aid arrangements with 
surrounding counties can provide 50 sheriffs 
and 500 reserves as well as a state highway 
patrol of 700 equipped officers and approxi- 
mately 11,000 on street national guard forces. 

The top leadership of the police department 
is considered to be excellent. 
\ . ..••.• 

4. Miami Beach, Florida 

' Command and control element of the Miami Beach 
Police Department is considered to be good. 
The police department has performed in minor 
civil disturbances in an adequate manner. 
They have made local curfew arrangements and 
have a capability for mass arrests. The ntmber 
of uniformed sworn policemen is 231. All 
members of the police department have had some 
special riot control training, but none have 
attended SEADOC. 

The city has an excellent master riot control 
plan and an excellent working relationship with 
the fire services and public utilities. They 
have a capability for special operations in 
the area or ordinance disposal, sniper suppres- 
sion teams, and mobile booking teams.  They 
have a regional mutual aid arrangement providing 
60 sheriffs, 285 policemen. The highway patrol 
augmentation capability is 872 uniformed personnel. 
The National Guard could provide an on street 

. strength of 4,800, The police have a good working 
relationship v/ith the judicial establishment. 
The competence of the top leadership of the 
department is considered good. 
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^5, Louisville, Kentucky 

This city has good command and control for , 
civil disorders. There are 563 uhifortned 
sworn policemen.  The general status of riot 
control training among uniformed personnel is 
considered good. However, none of the police 
department has had any SEADOC training. 
Louisville has an excellent master riot control 
and civil disorder plan. The police have an 
explosive ordinance disposal team and sniper 
suppression teams as well as a mobile booking 
team. The force is equipped with protective 

.'.'   helmets and gas masks and has some chemical 
' .  ordinance. .-,•••- 

There are 638 state police available to the 
• •' city in an emergency and an on street national •" 

guard capability of 3,000 men.  The police have 
a good relationship with the judicial establish- 

•• ment, and the top leadership of the police 
department is considered good. 

6. San Francisco., California 

The command and control element for civil dis- 
orders in this city is considered to be 
excellent. Recent experiences in civil dis- 
orders in San Francisco over the past few months 
show that thef police department is well organized 
and well prepared. There are curfew arrange- 
ments and authority to impose restrictions such 
as the closing of liquor stores and gasoline 
stations. City has provided for mass arrests. 
The number of uniformed police personnel is 
1,761 with a reserve force of 240." The status 
of riot control training for the uniform police 
officers is considered to be excellent. They 
have had two SEADOC attendees. The city is 
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considered to have a good intelligence 
gathering network. 

San Francisco has an adequate emergency 
operation center and several mobile field 
command posts.  EOC is capable of expansion. 
Police department has sniper suppression 
teams with limited capability in the area of. 
arson suppression and explosive clearance. 
Mobile booking teams are available. The police 
have special protective-equipment and some 
chemical ordinance.  Police department has a 
very limited communications capability.  Mutual 
aid arrangements are in effect with local cities, 
counties, and regional areas and the state 
police.  They are capable of supplementing the 
police force by 1,500 (local cities); 500 
counties; 1,000 (regional area); and 1,500 
(state).  The national guard has the capabilicy . 
of putting 15,000 men on the street.  The 
police department has responded well in recent 
civil disorders. 

The relationship between the police and the 
judicial establishment is excellent. 

The command structure of this police department 
has been subject of criticism in recent years, because 
it is not considered to be responsive to the 
Chief of Police.  The Chief was appointed 
approximately one year ago by Mayor Allioto, 
replacing the past Chief, T. Cahill, due to 
Cahill allegedly being too law and order 
oriented and conflicts arising between the 
Chief and the Mayor. 

Associate Admin 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE Or  MANAGEMENT AND BUDGET 

WASHINGTON. O.C.   20503 

March 4, 13 71 

MEMORANDUM FOR JOHN D. EilKLICHMAN 

Subject:  Security Preparations for the 1972 Convention 

As you know, the 1968 Deinocratic convention v/as the scene 
of considerable controversy and violence, giving rise to 
security problems of major proportions. The Republican 
convention in Miami Beach was relatively free of such dis- 
turbances, but the fact that the Republicans now consti- 
itute the party in power in addition to the involveaent of 
the President increases the importance' of security at the 
1972 convention site. 

Early planning in regard to the Federal role is already 
undorv/ay in the Secret Service. However, a comprehensive 
effort involving coordinated Federal and local enforcement 
efforts cannot be mounted until the site is known.  If the 
convention site is identified at an early date, the local 
law enforcement agencies can start the necessary prepara- . 
tions, and their efforts can be supplemented by possible 
funding through an LEAA grant.  Lav; enforcement officials 
froia potential convention sites have already visited LliAA 
requesting consideration of suppler.icntal grants. However, 
both LEAA and 0MB agree that such a step cannot be consid- 
ered until the particular site is selected. 

Taking into account security alone, it is desirable to have 
the site selected as early as possible.  I recognize that 
other considerations arc relevant and may be detorainant, 
but I thought that it would be desirable to bring this mat- 
ter to your attention early in the gajae. 

Arnold R. V.'ebcr 
Associate Director 
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10.x   In respon^.e to a question at the Seriate Select Committee,, 

concerning JDita Beard's disappearance on the eve of the Kleindienst 

hearings,  E.  Howard Hunt stated that he was not aware of any role 
• . . . ... I. 

Gordon Liddy played in Mrs.  Dita Beard's departure from Washington. 

^      •   . Page 
10a     . E. Howard Hunt Testimony,  6 SSC 3791      154 
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Third, when the attache case of Mr. ircCord was opened for my - 
view at the time of discovery, I noticed that the group of surgical 

I gloves, wliich I had hist seen in the attache case when ft was in my safe 
at the Wliitc House, that tliosc gloves were missing from the attache    . 
case and were not othenvise enumerated in tlic inventory subsequently " 
provided by the FBI. 

And, of coui'se, there may have been many other things. I did not 
maintain an index of the contents of my safe. i| 

Senator IxotmE. And my final question, ilr. Himt: Li response to  \l 
one of ray questions, you said that you went to Denver, Colo., some-   l 
where to meet with Mi-s. Dita Heard to determine, first, her reasons   i 
for leaving Washington. Weren't you aware at that time that Mr. G.   \ 
Gordon Liddy had escorted Mis. Ditft-Benrd out of Washington? 

Mr. HrxT. I was not aware then, and I am not to tliis day aware 
that such took place, Senator. .^A. 

Senator IXOUTB. Did Mrs. Beard tell you how she got out of 
Washington? 

Mr. HtJXT. She did not. 
Senator IxorvE. Did she tell yon |Why she left Washington ? 
Mr. HxTXT. She alluded to it in response to my question. 
Senator IxorYE.'\^^lat was her response, sir? 
Mr. HUNT. She said in effect, and again let me stress that she seemed 

to be under sedation and was from time to time in need of oxygen, 
she put it that there was nobody she could trust, that she felt the only 
thing she could do was to run away from what she interpreted to be 
A hostile environment. I don*t know if any memorandum stated it in / 
those terms. ' 

Mr. Lenzner, doyoxihaveacopyof thatmemo! '   "" 
Mr. LEXZXER. Of the memo on Dita Beard ? 
Mr. HTTXT. Ikly eight-page memo. Did I see you referring to iti 
Mr. LEXZXER. NO ; this isn't it. If you are referring to the memo on 

Dita Beard, we have made a request to Mr. Cox's office for that. We 
have not received it. 

Mr. HtrxT. Again I hate to go into details of an incident that took 
place a long time ago when there is hard evidence, a document that 
I myself wrote just hours after I returned from Denver. 

Senator IXOUTE. In questioning Mrs. Beard, you indicated that yon 
met with her from 11 o'clock to about 3:30 in the morning. 

Mr. HxrxT. A rough estimate, sir. •   •      .   ' 
Sentor IXOITTE. HOW did you convince the doctor that it wos im- 

portant for you to meet Mrs. Beard ! 
Mr. HTTXT. I believe those representations had been made before I 

embarked on my trip by her daughter. 
Senator IxouTE. Thank you very much, sir. 
Thank you, Mr. Chairman. . • 
Senator En\ix. Senator Baker. ' •'" 
Senator BAKER. Mr, Chairman, thank vou very much.' 
Mr. Hunt and Mr. Chairman, I apologize for being absent during 

much of the afternoon but as I indicated'to the chairman earlier, tlie 
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11. On June 22,  1974,  The New York Times, page I5» carried 

a story in which Rep.  Bob Wilson (R-Calif.) said the Special 

Prosecutor informed hina that no legal action was being considered 

against him in relation to the ITT matter. 

.^ " Page 
11a New York Times article, dated June 20, and carried 

in its June 22, newspaper.      156 
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NEW YORK TIMES.  June 22.   1974 
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12. On April 4, 1972, the President met with H. R. Haldeman and 

Attorney General Mitchell in the O^al Office from 4:13 p.m. to 4:50 

p.m. during which time the ITT matter was mentioned. 

v 
Page 

12a      Transcription of.recorded conversation of above— 
d'sscribed meeting; I,  4-6, 8,  10, J.5.    (A transcription 
waa previously furnished to the House Judiciary Cammittee).. 158 
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12A.     WHITE HOUSE TRANSCRIPT, APRIL 4,  1972,  4:13 - 4:50 P.M. MEET. 'ING 

The President/Attorney General Mitchell 
and H. R.  Haldeman 
Oval Office 
April 4,   1972 - 4:13 - 4:50 PM 
(Expletives Deleted) 

P Well John,  I-hope you had some time off -- that they didn't 

bother you to death with ITT and all that 

M No.    It was simply wonderful. 

P Good (unintelligible). 

M We always enjoy it,  Mr.  President.    Oh,  Bebe turned that 

thing up according to your formula and 

H (Laughter). 

M I tell you, it was just great. 

P I told these people around here, I said (unintelligible) call 

Mitchell, I said don't you Bob,  and. 

Of course, I suppose they had to (unintelligible) one or two. 

M Well some of them did. 

H We didn't bother you too much? 

M No, not you fellows. 

P I said in the campaign -- I said to hell with the damn 

campaign.   Did you do any golfing?    No? 

M Hell, I didn't even care to. 

P Did you fish? 

M Wc fished, and we went out in the boat with Bebe a couple of 

times and had dinner with him two or three times. 
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P I'd like a little consoinme.    Want sonie consomme? 

M I'd love some.    So it was just absolutely great.    We had 

sonie of the people down from the Committee where we 

could spend a couple of days,  you know, with quiet and so 

P Yeah (unintelligible) sort of busy these days.    Try and get 

the weather,   damn it,  if any of you know any prayers,  say 

them (unintelligible) weather.    Let's get that weather cleared 

up.    The bastards have never been bombed like they're going 

to be bombed this time, but you've got to have weather.    .. 

.M Is the weather still bad? 

P Huh!   It isn't bad.    The Air Force isn't worth a    I mean, 
« 

they won't fly.    Oh,  they fly, but they won't -- you see our 

Air Force is not ... 

H • It's the strangest thing --in World War II they flew those 

bombing runs all the time and they couldn't see a thing. 

P I know. 

M But they were doing a different type of bombing then. 

P Strategic bombing and all that -- nevertheless it's a 

miserable business. . . !. 

M Are the Navy pilots as bad? 
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P Oh they're better,  but they're all under this one command. 

It's all screwed up.    We just aren't going to talk about it. 

The weather will clear up.    It's bound to.    When they do, 

I they'll hit something -- and,  they're a lot of brave guys -- 

; you've got to say.    After all that POW (unintelligible) that    • 

i poor who got shot down.    They're over there starving on that 

idarnned rice.    It's all right, we'll give 'errvhell^     Well the ah, 
(•• - -•• .    ...  .o    .   . 

i- . ... ,.--....,. 
what are your reflections on the present thing.    Why don't we 

start with what I told the staff ta get the hell off of the ITT' 

and then get on to politics which is more interesting, npt.'' 
 •   '• '      • I 

I 
•••..•   •  •:    ; •.-•.•,-.*., ^ *        •    —--•—   --•••-•.•     •.vnfc.'.*4 

that that isn't -- .       ".   *i 

M But that's politics -- pure and simple politics, but hopefully 

<":..,•, ''we'll get this thing.       /      :. ~' ^r-:-, •C••^••y^^'''•'• •y'^^''^'::::^-\'-] 

P Well,  I don't know if we'll ever get out of it -- I mean -- I 

think what we have to face is that it will be investigated by 

(unintelligible) election as you get closer to the election of 

course it's extremely,  I think that -- I think you might adopt 

the practice -- I think you might consider adopting the practice 

that after the Democratic Convention the Republicans will 

boycott all investigating committees on the grounds that they 

are politically motivated..  How would that be? 
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M I would think I would go beyond investigative committees. 

I'd go to some of the others where you have a facade ^ 

P Harassing. 

M Of substance,  but 

H (Unintelligible).    It's a good idea. 

P Yeah — we're going to boycott anything that we think is 

politically motivated. 

H These people are disgracing (unintelligible). 

P And ah. Republicans just walk off and say it's just politically 

motivated.    Well,  at least ITT got 'em confused. 

M        •  I would say it's quite confusing.    Some of the zxiore enlightened 

newspaper people are beginning to write to the effect that the 

Democrats got to come up with something more than they've 

come up with or the monkey's going to be on their back. 

H Manolo, who do you think (unintelligible).  • 

MS I don't think so,  sir. 

M Not much Manolo. 

MS What they do is (unintelligible). 

M. You happen to be right, Manolo.    I was just telling -- 

[ 

(Material unrelated to Presidential actions deleted) 
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M You know this little girl -- this JLichtman -- the secretary? 

You know where she had her piress conference don't you -- did 

you notice that?    Down in the law office of the Democrat 

Chairman for the District -- 

P She's a Democrat? 

M '        Yeah, but the press confer'ence was held in the law office of 

this (unintelligible) District. Democrat Chairman, and yet 

there wasn't anything in the newspapers about it or why it 

just so happened. 

HorP    (Unintelligible), ......... •   .. 

M' Most of the'Shakers*%re, that's for sure. 

P What is your view about the convention — about all the scares 

and cries I hear about the 250, 000 naked kids that are going 

to be coming? 

M Well,  Bob and I have just gone over this and I've had a meetiag 

this morning with 

P Kleindienst told us about it. 
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M        And so forth,  ah,  it seems to me th«re are three factors -- 

number one was screaming kids --if you call them kids; 

niunber two -- the ITT Sheraton business with the television 

on the hotel all through the Convention; and thirdly,  and 

equally,  if not more important,  is the fact that the site 

selection committee and the people that went out there to 

look at that thing did a God damned poor job.   Its come to 

the point where it's going to cost between 2.4 and 2.5.million 

to put that tiling together.   In addition to that, there's 

H That's if we just get the convention hall apparently? 

M        No, no, this is the whole thing, this is the whole thin^r. 

H I see,  all the hotels and stuff involved. 

M        Yeah everything: in addition to that there has to be nine 

hundred odd thousand dollars of insulation in that arena out 

there,  and in addition to that there's a 

P Who,   (uaintelligible) this,   Wilson (unintelligible). 

M        No, I think a lot of our people closer to us than that were at 

fault in not recognizing the linnitations of these facilities. 

P All right. 

M        In addition to that you have your building trades labor contract 

coming up on June 1,  out there for negotiations,  and they can 

put the pressure on your pay board or the rest of it.    So, in 

view of that wc have thought of the potential of changing the site. 

Wc can get out of there -- 
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P What grovxnd would you use for changing it? 

M The cost and the uncertainty of the availability of the facilities. 

H There's a real question as to whether they can do the construction 

on -- 

M That's correct,      and the arena out there is owned by two 

Canadians,  and they're just acting tougher than hell. 

P All Canadians are tough. 

M        And,  there's no contract with, them that covers some of these 

things; -- ah,   so that you're not walking a\yay from the City 

of San Diego,  you're walking away 

H You can make a very good case. 

P How about San Diegians -- how do they feel? 

M        I don't know, frankly, I believe it would be mixed emotions. 

H        It's mixed, but with all the talk of the demonstrators 

P Lot of people don't want them there 

H        I think a lot of San Diegians wo\ild be very happy to have them 

go away. 

M        I would think that that would be the case. 

(Overlapping conversation) 

H Hotels anyway -- 
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P (Unintelligible) you build the fact that the arena is in trouble, 

in other words,  you've got to find the cause.    This subject 

came up before, you know, you raised it.  Bob, and said, 

well, our people are so stupid on public 

relations that I'm sure the way it would come out 

is we went because we didn't want to stay at the Sheraton 

«where somebody I understand agreed I was to stay. 

H No. 

P I'm not even going to stay any place in San Diego -- I'm 

staying in San Clemente, but be that as it may that was 

apparently some story that they had.    Well anyway, whatever 

it was, the question is whether or not at this point we could 

start the talk.    It' a awful hot incidentally, terribly hot. 

H I can see that 

M Well, we've started this 

P Put it on the basis that the arena can't be finished.    Can we 

do that? 

M Yes, as a matter of fact, I was going to say we're starting    . 

this, programming this, by sending people out to continue, 

and I say continue the negotiations with these Canadians 

because they don't want to give us a place for lead time in 

order to get in there to do the improvements, etc.,  etc. 
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H Then we could start the cost thing and then 

(Overlapping conversation). 

P I'd just say that the arena would not be finished. 

M Well,  the cost factor goes in with the negotiations because if 

you don't get into the arena to do the reconstruction by a certain 

date your cost factors multiply and multiply and mxiltiply -- 

so you iust (\anintelligible) the same factor.   In the meantixne, 

I talked to Bebe this morning and a Miami Beach of course is 

the logical place. 

P Sure. 

H (Unintelligible). 

P Well, if it's all set up -- safe -- television -- that's the major 

consideration.   At least it's all there.    Go to the stupid damned 

»     place again, and I got a place to stay this time I wouldn't have 

to stay in a hotel. 

M So Bebe has got this fellow Myers. 

P Hank Myers. 

M Hank Myers, who has the contacts and so forth, quietly can- 

vassing to see if the arena and the hotel rooms will be available. 

H This time of year? 

M Oh hell, they run a lot of conventions. 
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P They run a lot of conventions but they'll clear them out by that 

time.    It isn't really,  I've been there in June and August -- we 

all have -- and they do run conventions,  but generally speaking, 

it's still more open in the summer and the rates are lower. 

M Of course 

H It's still ridiculous though. 

M So,  if the only negative factors that I see in the change 

P Is the admission of guilt in ITT,  right? 

M        v/.Well,  I.think that that wUl go by the boards..,.._,  

P Maybe that's better than just having the damned story rehashed 

again. 

M I would rather have the — if they can sell it as an admission 

of guilt now than I would have the television cameras on the 

Sheraton Hotel all through the Convention. 

P   .        That's right.    That's right. 
I 

M I don't know 

P My theory Ts - It's the old story you know that a good poker player 

cut your losses -- get out of the bad box and get out of it fast. 

M I don't know how our friend the Governor would take this.    He 

might be damned glad to get the problems out of the way.    I 

don't know,  but we would do -- 
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P Can't we -- could we have a situation where we have a break 

with the Canadians.    You see what I mean?    Create a conflict 

with them. ' 

M That's what we're 

P And then go out and annotance it, b\it it's got -- if for once we 

could do the PR right --if for once -- just one single solitary 

time -- and keep it out o'f Bob Wilson's heinds -- and do it 
* 
right -- but the problem is that the conventior 

(unintelligible) that is the arena won't be ready, the cost is 

too great, or .  .  . 

M That's the way we woxild program it. 

P Think it would work? • .   . 

H Sure.    I think it wovild.    You're bound to get some bumps on the 

other side?    So what?    You got a base a story -- just stick with 

it -- couldn't get the arena done -- made a mistake in surveying 

it.   It's all fallen apart. •        .• 

P You've got to establish that immediately though.    This is April, 

and the Convention is only five months away, and so everybody 

is going,  as you know, now that's going to be ready -- 

M You see these negotiations are going on and what we were 

proposing to do is to send a big architect and a builder or 

somebody else up to have a confrontation with the Canadians 

in Vancouver. 
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P Well let's do it. 

M        Well,  we want to make sure we can go to Florida before we 

break this pick. 

H        I'd just soon not have a convention, but we can't get away with it. 

M        Have an absentee ballot -- that's what I'd prefer. 

H •       The Ripon Society is suing us for improper selection of delegates 

or something. 

P (Unintelligible). 

H We have something where you state that (unintelligible) to the 

President gets eight additional delegates or something and the 

Ripon people have gone to court and some judge has upheld 

them on the first round. 

P Is that right?    Well that's been done -- been done from the 

beginning -- I don't know whether it means anything. 

H I don't think it does.    They don't seem to worry about that anymore, 

M        The fact of the matter is that there are a few rules that a political 

party has control of it's Convention and in the past they have 

ignored even the state laws that reqxdre people to be pledged for 

so many ballots and so forth.    They've just ignored them. 
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P Let iTie ask you this.    Do you think the possibilities of major 

demonstrations are less in Florida?   It doesn't make a hell of 

a lot of difference anyway.    I'd rather have a demonstration in 

Florida than I would in California anyway.    California is a state 

we have to go for for other reasons. 

H Well, I think they are infinitely less. 

M        Infinitely less. 

H You've got much better physical (unintelligible). 

M And in addition to that you have all the Democrats in control in 

Florida from the Governor on down -- where in California you 

have all the Republicans in control. 

H (Unintelligible) have demonstrations (unintelligible). 

P One story John, whenever you're asked about a (unintelligible). 

You know, I'm the only one in the whole outfit that 

didn't want to go to California.   I was against it all the time. 

M        You wanted to go to Chicago.   I didn't want you to. 

P I did.    That's right, but I (unintelligible). 

M        No question about it. 

P How about Chicago now? 

M        Daley wouldn't let you in there, I bet. 

P        Oh 
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H Can't start from scratch from anyway now,   I don't think. 

You've got 

Ii^ Be very very difficult. 

H It would. 

M And we have a month between the Conventions -- more than 

a month in which 

H Clean things up .   - 

M To change things enough to make it look like -- assuming that 

(unintelligible) 

P (Unintelligible) platform in. 

M The facilities for croivd control are so much better in Miami 

Beach there. 

H' And of course the cost is 

M And we save money LEAA money, we don't have to 

H Save police money. 

P The  other point is the Democrats really fouled up,  and the 

police and the rest will feel that they have a responsibility to be 

a little bit more restrained when we're there.    Well, I hope you 

can do it.    My idea is -- I'd wait.    Obviously we have to get ready 

when it's ready -- I'd say in about 30 days from now, 

M I think we could move in on it before then 

H Faster 

M Because we're at the point where 
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P (Unintelligible.) no way you could do it though without being charged 

' because of ITT 

M Well Herman      came out with a statement today which shows 

that ITT's contribution is down to $25, 000.    I just think that the 

cost of it,  the labor problem,  the possibility that you'll never 

get that place in shape 

P Yeah 

M Ah, added on top — 

P Also, we don't -- there's very little that we could do to screw 

up  Florida as a state that we might win.    California is a toss 

up anyway you figure it.    It's a to carry and there's a nasty 

. incident that could hurt us. 

M Yep. 

P That's the point.    On the other hand,  I don't think Reagan's 

attitude is supportive.    He wants to carry the state.    On the 

other hand,  you got to figure whether or not -- these clowns that 

want to go there say -- oh it would help so much -- and all that 

business. 

H (Unintelligible). 

M Well -- you've a double edged sword there --if everything 

went off nice and peaceful and you had all those 10,000 college 

kids we were going to have out there marching with their 

banners and everything was beautiful -- that'd be great. 

P Yeah. 
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M But if you have one of these confrontations with a Republican 

Governor and a Republican Mayor and Pete Pitchcss 

is sending in his storm-troopers -- why 

P Yep. 

M Well that's where the police are going to come from,  you 

know they don't have enough in San Diego to handle it. 

P (Unintelligible) send Pete Pitchess down - Sheriff's posse. 

.   Those old farts riding their horses.    Well,  I like it, but I 

would say that if you just start getting the word out awful fast 

about the (unintelligible) problem you are having with the 

Canadians.    Is that being done,  I haven't seen anything? 

M        ' Well,  it's all local out there.    It's known locally. 

P The main point is to get it out nationally.    Well. 

H Local too. '   . 

P Who would say that?    -- the Mayor would say it or the Convention 

Committee -- that we regret that we cannot handle it -- that we 

cannot have the hall ready. 

M Well this is the Republican Convention and they wouldn't be 

saying it because they would,  of course,  have to bring that site 

selection committee back and they'd have to put out another call 

and things like that; so it would be the Republican National 

Committee that's the party of interest. 
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P Ok.    -- Well leaving that subject -- what else is -- 1 guess 

today is Wisconsin isn't it? 

M        It certainly is -- ought to be an interesting go -- ah -- I told 

those fellows over there tonight with Dale and -- Dole and so 

forth --to get out two thoughts in connection with this primary 

in Wisconsin.    Number one, that there was a clear indication 

because of the proliferation that the Democrats did not have a 

viable national candidate when you look at who won in New 

Hampshire and who won in Florida and who won here and the 

next place and secondly, if there was any winner at all it w^as 

Teddy Kennedy.    Now Teddy's been getting a free ride,  but not 

being drawn into this, and if you have Dole,  Dale and whoever 

-   else bring this up tliat -- 

P Why wouldn't you say that Teddy is going to be the nominee. 

M        Yeah,  Teddy's getting 

P Rather than he's a winner -- I'd simply say that McGovern's 

a stomping horse for Kennedy and Lucey is the Kennedy man and 

it looks like Kennedy is going to be the winner of the nomination. 

Looks like Kennedy.    None of the others have got the horses to 

win it.    Smoke him out a little. 

M        That's right and then, what I would hope would come out of it -- 

is what the Republican National Chairman and so forth are saying 
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M is that the reporters will be going to these other candidates 

and say "what do you think about what they are saying about 

Kennedy" and let's get theni posturing themselves against Kennedy 

so that he doesn't get this free ride. 

P It's clear,, it's clear that this is a -- Mel Laird is saying that 

the reason Muskie has been really poleaxed there among other 

is that Lucey and the Kennedy Democrats have ganged up on him. 

They got behind McGovern,  not for the purposes of supporting 

McGovern, but to kick the hell out of 

M Muskie 

P Muskie, and also, he said they did it for another reason:   they 

didn't figure Hubert had a chance before Florida and didn't have 

time to change their course until then or they'd all been for 

Hubert, but then anybody but Kennedy.    Their purpose was to stop 

Muskie.    But they've done that -- now Hubert,  of course,  has 

come in. 
« 

H They can't stop Hubert!    (Laughter) 

P They can't stop him if he wins this time. 

P I think he will.    I think he'd be first -- McGovern second  -- and if 

Wallace is third, I think Muskie then would be fourth, but that's 

just a guess. 
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M 1 don't know how the 

P Maybe Muskic will be -- Muskie will be second. 

M Well,  I doubt that very much. 

P He's up there though.    He had a big telethon push which I 

(unintelligible). 

M I don't think Muskie is going to have that drawing power up 

there. 

P You know the thing that occurred to me is that --it seems to 

, me that as you look around the states -- the big states -- 

New York is one that I don't think you could (unintelligible) -- 

you really have to be personally in charge out there,  and 

anybody else I let in there,  you know what I mean,  because 

you've to play the game and Rockefeller's got to carry it for 

us hasn't he?    Have to get off his ass, but you've got to play 

the game with those conservatives,  right?    And so there the 

problem 

H Incidentally,  did you see Bill Buckley's -- you see that letter 

he sent out? 

P No.    What's he done now? 

H He sent out a letter to the -- I don't know whether it's a 

circulation building letter or something to the publication people 

or whatever it is - but anyway,  the whole pitch is -- "I've been 

asked about this coming election or something,  and I will say 

proudly I will vote for Richard Nixon for President.    I consider 
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H any one of the Democratic possibilities would be a disaster 

for this country. "   He said that "Nixon will be a problem too 

M or P   (Unintelligible) 

H but that he has the job" -- no,  he insists that "he has the job 

now of doing just what the,conservatives want of pulling together a 

sufficiently broad coalition in order to be elected to govern."   He 

said "I would not vote for Nixon as editor of a convservative 

journal. " 

P That's very good. 

H And he said "I don't feel that we should abandon our principles 

but when we get to the election we must vote (unintelligible). 

P Then he sort of sticks it to Ashbrook? 

.%L WeU, Bill's written 

H He said he was going to do that 

hi A couple of column's you know that go in this 

P How does he, well how does he deal with Ashbrook.    I mean 

does he want him to get a good vote anyway? 

H Yeah, because that's forcing you 

M That's the signal 

H To take a conservative position. 

P I mean I watched Ashbrook closely 

H You watch Ashbrook closely and get your guidance from 

(unintelligible) 
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P What I was going to say is --in Pennsylvania,  v/ho do we have 

there that you would say -- you also will handle New Jersey 

won't you?   I don't think (unintelligible) or were you using Sears 

or others 

M        Yeah,  Scars. 

P What about the list of the big states?    We got New York and 

New Jersey.    What would you say about Pennsylvania? 

(Unintelligible).    Or do you just divide the state    up? 

M        Oh,  do you mean who do we have in Pennsylvania? 

P The boss, I mean it's a (unintelligible).    Who would you consider 

to be the top man? 

M        That's really divided into regions but Arlen Specter is -- well 

P Specter is our general 

M        Well he's our campaign director.    Scott and Schweiker are the 

co-chairmen, and Arlen -- 

P Specter is the statewide chairman? 

M        Yes. 

P Good. 

M        Well he's really going to work. 

P        Well he's good. 

M        And a 

P And he wants to be governor doesn't he? 

M That's correct. 
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P Whether he wants to be (unintelligible),  he's good don't you 

think with the Jews and with the Blacks and (unintelligible)? 

Also he's with us. 

M Yes,  and also he's -- we're deciding whether Rizzo's campaign 

manager shovild go to work for Arlen Specter now or wait and a 

P How's his relationship with the Pittsburgh crowd, all right? 

M They're good,  because we've got other lines 

P But Specter -- that's the guy --in other words you wouldn't 

be in direct -- you wouldn't need anybody here to watch 

(unintelligible) ? 

M        We're going to have to have people to do that, but what I've 

done 

P (Unintelligible) you ought to handle that 

M   •    Well let me. 

P On a real tough job, I would not let them out of your hands. 

I don't know whether you can do them all but 

M        No, I've already decided that in California, Illinois,   Ohio, 

Pennsylvania,  New York and New Jersey,  that I am going to 

have a direct line through to the people.    The other states we 

will have these surrogates 

P Surrogates. 
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M        Regional people.    Now,  what I want is what we've talked about 

before,  it's -- well, use the exaniple of California:   If we can 

get Cap Weinberger,  if he's not so far "Hatched" that he can't 

do it.  Cap could be a state desk man or auditor,  or whatever 

you want to call it,   somebody with the expertise of politics in 

California -- can go in and see what's going on up in the Valley 

under Monag.an or what Packard is doing and his people and 

- .San Francisco,  or what they're doing here there and the next 

place.    I expect to have somebody like that for each of these 

big states.    But I think 

P        I'm afraid he is "Hatched," but a 

M       Is he? 

P (Unintelligible) 

M        Cap is a pretty bright able guy and he's been immersed in 

politics out there as state chairman 

P •      Wonder if we should pull him out of the Budget? 

M        He gets along with everybody. 

.H        Well, he doesn't want to stay in the Budget. 

P        I know he doesn't want to stay there.    Can we pull him out and 

put him in an agency.    He might be just as good a man as you 

could find around California. 
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M Can he take a leave? 

H Just resign. 

P Let CarUicci.or somebody else be Budget Director if he 

resigns,  and 

H After you get a Budget Director. 

P I'd have him as full time.    George could find somebody 

H You've George on top of it. 

P George Shultz can run the Budget,   (unintelligible).    I really 

think the thing for Cap --so important that you want him 

(unintelligible).        Illinois? 

M        Well, we've got, of course,  Tom Houser is a good operator and 

I haven't got anybody yet. 

P Pretty good,  yeah 

M        Tom Houser. 

P He's Percy's man, you know. 

M        No. 

P No, I meant he was. 

M        He was. 

P I mean his 

M        He broke with Percy you know when Percy went back on his 

commitment to vote for you -- or to me to vote for you at the 

Convention. 
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P Well he helps us in Ihc area we needed him (unintelligible) 

and so forth,  and Texas? 

M And we have 

P How does Texas stand? 

M We have Al - - we have John Connally. 

P (Unintelligible). 

M We have AI Topper (phonetically) downstatc. 

P Oh,  good. 

M Who is,  you know 

P (Unintelligible). 

M And so -- plus a lot of good regional people -- even a top flight 

guy in the city of Chicago which is a real good politician.    In 

Texas,  I've been talking to John Connally about it. 

P       •    Have you?    Good. 

M John's feeling is that by the time they get to the Democratic 

Convention he is not even sure that Bentsen or the Lt.  Governor 

P Barnes        *" 

M Ben Barnes or these people should even go to that Convention. 

I guess it's his line.    What he is angling for in effect,  is keep 

your options open.    Don't get tied in with an organization now, 

because you may want to bring 

P Texans for Nixon,  I know,  I know (unintelligible). 
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M Well,  on the other side of the coin,  of course,  our Republican 

• friends are getting itchy and I keep telling them to go out and 

write you some more Republicans -- but they say well, we're 

going to lose good people to the gubernatorial campaign,  etc.,  etc. 

P Let 'em go. 

H So what? 

P Let them go.    They don't -- that doesn't make any difference. 

Hold it firm.    We need Texas Democrats.    We don't win Texas — 

we haven't won it yet -- but you don't win it with Republicans. 

We never have.    And let's just face it,  that's the way the score is. 

Tower has won it once or twice but -- accidents,  pure accidents. 

(Unintelligible) any Democrat, believe me, by any Democrat 

(unintelligible) committee of that sort is better.    Rather than 

that fellow who is finance chairman down there.    What's his 

name ? 

H Al Fay 

P Al Fay        - 

M You mean Peter O'Donnell?    Peter's left. 

H He's left? 

M Peter quit.    He's (unintelligible) national comnnittee 

(unintelligible). 

H I'll be darned. 

M Agnitch is the new national committeeman. 
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•P Yeah. 

H O'Donncll was such a horrible whiner, 

P Ohio! 

M        Ohio we still have the Bliss. 

P Bliss is still. 

M        Situation. 

P        I think going for the old timer there is a bad idea.    What do 

you think Bob? 

H I think it is a good idea. 

M        Well, we have to,  Mr.  President -- almost have to -- to keep 

the Taft forces and the Rhodes forces and the rest of them. 

P Well,  we've got to go for the young too and the rest, but 

I guess Bliss is • ' • 

M        Well,  Bliss is going to conne back to work for xne, you see, 

he wants the recognition. 

P Great. 

M        He's not going to be the guy to come and do the nuts and bolts, 

but he wants the identification with you and back here to 

re-establish his 

P Let me ask you this.   We have these curious reports, which, 

you've seen these of course,  (unintelli|;ible) out of Michigan 

showing we have a chance in Michigan.    Do you think we ought 

to take a whirl a± it or not? 
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M We're going to talce a whirl at it.    We're going to take a whirl 

at all of them. 

P Well (unintelligible) even Minnesota? 

M        Well, I mean a whirl at them to the point where we're going to 

organize to the teeth and then when it comes to where you're 

going to spend the money on your media,  your mail, your 

telephone,  and things like that, we'll make the judgment a 

little further down the line. .     . 

P Michigan judgment could be very interesting because if it gets 

really heated up on busing,  if it could,  and we're on the one 

side and they're on the other side, you might win the state on 

that issue.    You agree Bob? 

H Sure. 

M        In addition to that, look what you've done for the automobile 

industry. • . -    , • 

H That was a year ago. ' . 

P Well,  still 

M        It still can be sold 

P Sold lots of cars 

M        And, Milliken is all aboard and he's working hard,  and we've 

got a good chairman out there. 
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P I'd even x-un -- I'd even have some sort of a campaign on that. 

I'd even do something in Massachusetts.    Do you know why? 

Solely because I think it isn't good to let any one area just go 

completely. 

M        No,  you can't,  because of its rub off on Vermont. 

P (unintelligible) 

M        We've got an added starter there who wants to be the chairman 

to get out and work and that's the Governor. 

P        He does? 

H Sargeant? 

M        Why not?    He gets • ' 

P Won't hurt us! 

M        He gets on the tube. 

H (Ihintelligible). 

P Well,  he's a good liberal fellow. 

H He really wants to get in? 

M        Yep -- and I think we can get it cleared with Brooke and Volpe 

and all the rest of thein. 

P I think there's a great deal to be said to go for every state. 

You know the line I took with tiiese people — the governors 

which they all like to hear -- but you take, I was telling Bob 

the other day that in terms of our own plan, of course, we've 

got to look at everything you can without killing ourselves or 

without being over exposed.    But, I feel very strongly that 
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P Wallace in or out,  we ought to hit of the southern states that 

I ought to get to Georgia, Alabama,  Louisiana,  and Mississippi, 

because I think if we can sweep that South and of course Texas 

is the big question mark (unintelligible). 

M Did I tell you about Connally's poll that Barnes ran down there? 

Shows the President did very well -- quite different from our 

polls. 

P In Texas? 

M        Yep. 

P Our poll shows five points behind. 

M        With Muskie,  yeah. 

P Of course that would be 

H That was awhile back. 

M        Quite awhile back.    Yeah.    But John Connally's impression is 

that you're in good shape in Texas with or without Wallace. 

P Well,  that's hard to say (unintelligible). 

M        Well we don't have that liquor thing down there this year that 

we had in '68.    That was what really did us in. 

H (Unintelligible). 

P You know (unintelligible) really kicked Muskie in 

(unintelligible) that Harris Poll showed him slipping in the 

trial heats.    Apparently (unintelligible) something similar 

(unintelligible). 
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M        Well,    this has a hell of an impact bqcausc the press picks it 

up and drums on it day in day out. 

H Especially because he had been (unintelligible). 

P (Unintelligible) Gallup (Unintelligible) even,  even in February 

and now (unintelligible). 

M        When is this coining out? 

P I've got to see the Ambassador -- he's leaving -- he's leaving. 

M        Oh,  is he? 

H Going home. 

P Yep.    Well,  anyway John.  (Voices fade). 

H French Ambassador's name is Kosciusko.    Figure that one out. 

P For your -- I can't tell you too strongly now with regard to the 

San Diego thing -- got something to do,  do it!    Cut our losses 

and get out.    But I do    think that from a PR standpoint.   Bob, 

at this time we really ought to. 

H (Unintelligible) ahead of time. 

P Ta build (unintelligible).    Start a fight, right now.    Play hard 

(unintelligible) no question. 

M        As soon as we see any light through it at all. 

P I'd start right now. 

M        Give them the guidelines and put them right on it and let them 

stay right on it.    (Unintelligible). 

P John,  I would start the fight right now.    (voices fade away). 

JP Well,  Mr. Ambassador,   (The French Ambassador and 

Dr. Henry Kissinger enter) 
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Jfr. PICKLE. Tf yoii sent liiiii to Denver, Colo., wliat wns the purpo.se 
,of the interview? 

iFr. CoLSoN. We were trviiia nt that point in time to rletormine 
^vliether or not that was in fact an authentic memorandum. If yon will 
recall the cin-umstances at that time the entiro thru;* of tiie case th.it 
was beinor built acainst Mr. Kleindionst. the entire thi'ust of the case 
in controversy in the Si»nate Judiciary Conimittee turned on the lan- 
puape of tliat memorandum. 'I'he question of whether or not that was 
in fact an autlientic memorandum. Tlie question of wheth.er the facts 
presented in that memoi-nndnm wei-e facts or were not facts were 
very central to the question of whetlier ^Ir. Kleindienst would be con- 
firmed. Those were very serious accusations ostensibly made in Mrs. 
Beard"s memorandum. • 

It became vei-y critical for us—I say "us", the administration, to 
knmv whether in fact tl\at was Mi"s. Beard's memorandum or whether 
it was a forccrj- or whether it was prepared at some oth.er time for 
some other purpose, and we had reason to believe the memo was not 
accurate. The only way one could find out for sure was to go to the 
person, who allegedly wrote it and find oiit.. 

ilr. PICKLE. Is it true, Mr. Hunt went to Denver in disguise with 
a wiir on and slipped into the hospital ? 

^[r. OJLSOX. XO. I never sent Mr. Hunt in dissuise or with a wia: on. 
Mr. PICKLE. I didn't ask tin*, I asked did lie go there and go in 

djsnruise? 
Mr. CoLsox. I have had that reported that he did but I do not Icnow 

for a fact he did. 
Mr. PICKLE. YOU don't doubt it since it has not been denied ? 
Mr. CoLSox. I have no reason to doubt it. 
!\Ir. PICKTJ:. "Why did he put a disjniisc on if you were properly 

concerned about Mr. Kleindienst,-why didn't you put on your Sunday- 
go-to-meeting suit and fly out there and tell the press vou were going 
to do it? 

Mr. CoLsox. I didn't suggest to Mr. Hunt how he should conduct 
the interview. I simply told him to go out and find out whether it was 
her memorandum, whether she had written it, and if it was true. 

Mr. PicKXE, You didn't discuss an\-thiiig about putting on a disguise 
and going into the hospital ? 

^Ir. CoLsox. No, sir. 
Mr. PICKLE. That was never mentioned, that was Mr. Hunt's idea 

entirely? ...... ...   , 
Mr. CoLSOx. Yes, it was. •    • V. • ..    • 
Mr. PICKLE. Did you concur with it? 
Mr. CoLSOx. I don't know that the subject came up quite that way. 

I would have to trace a little more of the background to give you an 
accurate understanding of what happened. There had been growing 
evidence in the eaiOy days of Marcli that the memorandum was not 
authentic. Mr. Hunt wrote me a memorandum I believe on the 10th of 
March in which he said that information had come to his attention 
that the memorandum was not authentic He proposed in the memo- 
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WASHIS'GTOS, Cat, 31— 
I'ol'.owing is [lie Is.xt of a 
.•itatimer.t iiysad by fonr.er 
Attorney C-2reral Richzrd'D. 
Kleindiar.$t in d^i^ns^! of his- 
role iri c.n antitrust ecu? 
c^zinst the Intsmctional 
TcWphor.ear.d TilegrsphCor--:-- 
poratiorL •_'^ 

Thres weeki ago I had a . 
conversation  at  the  Special. 
Prosecutor's office wiu Mr. 
Co:< ar.d t'A.o oc his as^Lstials 
caacerr.ir.g  the  handiisg  o' • 
the LT.T. antitrust casa dur- 
ing my tenure as Deputy-At- - 
tomey General.  A^.-stoo' ia.v- 
The >few York Tines yeitsr- , 
day, which wai.ispiated cftr; 
the nfet-;/ork3 aadaa n?'.vs-..' 
papers aj'our.d. the country, . 
contained a vecyLspecific re- 
port of one-part-of. that cos- ' 
versation..       ;,;•;   ..   ,.''.:':'. • 

As a. result of; the leaJc ta 
The Times,. I hava been ac- 
cused on- national televisioa 
of havuis given • false infor- ~ .,.    o   - •    i • 
jnation to the.Senate Judi- . inony berore the Senate Ju 
ci'aor Com.-niUi'e-at the tras. . dJcmry Comnittee. I was not 

utes    later    the    President 
called me and. without a.iy 
disousiion   crdsred    me   to 
drop the appeal Imnnadiately 
thereaiter. I ser^.t word to the 
President thit it he persisted., 
in this direction I would, be.: 
compelled to subnut my res- 
i^.ation.   Be<:au£e  that Was-"' 
the last day in which the ap-  . 
peal couid be perfected. I ob- 
tained an ex:en.sion of time . 
frcn the Supre.T:e Court- to 
enable the Presiderst to' con- 

•.'sider n-.y position. •   -.    .^ 
. Tne President changed bis 

jnind and the appeal was fUed 
; 30 days later "in .thi e.xact. 
, form it would have been filed, 

one month earlier. Thus, but,: 
but for my- threat to resign* 
the Grinneil cise would nsv- 

• er have bee'n-sppeaJed and 
• we would never "have been . 
. able to obtain what even Pro- 
fessor Cox" his d'.aracterized'' 
as a settlement highly advan-,_ 
tagelovLs to the-United S'^ate^T 

At the time of my testj- 

of tny nomicatic.i as Attcr.-' 
ney G«neral..Tiat. accusation 
13 false. .   . ••/!''-•'.  • 

My conversation v;ith Prt> 
feasor Co.K v>z3 .ield under 
strict assurances of co.-\fiden' 

asked whether I had hzd any 
contacts with • the. White 
House at -the tL-ne--of this 
decision,-and-1 did not deny 
any such contacts. 

focus of the Hearinga. "- 
tiality. and as Processor Cox /^ The focus' of the'hearmgs 
has 'stated,_ was . a  serious J- dealing with the- LT.T.' affair. 
breach of fajLh^on the part | was the negotiations in-May,. 

a question by Senator Fong { 
conciming r<tr. Flanigan that I 
I made the ot'.ser statement ' 
quoted by C.B.S., as follQu.-s; 

"... I '.vould have had a 
vivid recollection if someone 
at theWhite House had called 
,rae up and said. 'Look. Klein- 
dienst, ttiis is the way we 
are soing to handiathat case.' . 
People who know me. I don't 
.think would talk to me that 
.way, but if anybody did it 
would be a very sharp im- 
pact on my mind because I 
believe I kncv/ how I would 
have respoodedJs'o such.con- 
versation occurred." 

Both of these statements, 
taken in the context in which 
theywere mcde, were com-, 
pletely accuralel • 

. In-short, L did not perjurt 
' myself or give false informa- 
tioa.to the. Senate Judiciary 
Committee. A fair 'and objec-. 
-tive reading of the transcript 
of myttestincny will, so La- * 
dicate.-4 '-' 

1 deeply ; regret - the cir- 
cumstai^ces which have com-' 
palled ice to-make (his state-' 
ment, ifowever, in-view of 

•the serTOus breach of faith, 
by the^ Special prosecutor 
-and therdistorted traati^enc cE 
my testimony.in.the press, 

•I have? no • o±er c'noice. 1 
have done no wrong. 

of-the Special-Brosecutor,.! 
coatiaue to regard my con-. 
versation     vnth-    Professor 
Cox as confidential, but be- 
cause of the. distorted and. 
misleading  accounts of  my 
conduct that-have appeared' 
iif the- press,-.-.l^ if eel   coar- 
pelled at this time to relate 
an important aspect" of the 
event v/hich wasnotleaked. 

On     Monday ' 'afternoon,- 
AprU 19th, 1971. Mr. Ehrlich- 
man - abruptly   called,  and 
stated that the President di- 
rected me no* to file the ap- 
peal in the Grinnel case. That 
uas the last day in which 
that" appeal could be taken. 
I informed hL-n that we had 
determined to take that ap- 
peal, fmd that be should so 
info.Tn 'Cie   President.   Min- 

Juneacd July of 1971 leadmg 
to settlement of the pending 
cases on July 31.1 was ques- 
tioned -at length concemmg 
.these-negotiations and par- 
ticularly ' with reference 
to any conversations or meet-' 
ings-I. might have had. with 
Mr. Peter Flanigan of the- 

. V/hite-Kouse stafi. It wasia 
the conte:rt of those- ques- 
tions that-1 made the state- 
ment quoted on C.B.S; news 
last evening, as follows: 

"In the discharge of my 
responsibilities as the Acting- 
Attorney General in' thesef 
cases, I was not Interferrect 
with by anybody at the 
White House. l.,was. not im- 
portuned: Iwas-not pressured 

not directed." 
was also in-response to 

'•-Horn KONG- 
CUSTOM IAUO;i i>f«m«t>Ml Sh*m 

Ruk'ico^ashlpnz 
0 ^^W X,w ii^K. 
Vtf>«# V*»^>«4 !»^^ 
1. a M('*« *'«nu4 Wn... 
Caui<N»fatS«C«A—^ 

VYft'^W^tfit. 

r 
I I was nc 
[     It wa 

4 Mm'l  oilWll'lm  •!• p«4a^- 

'^^:^ ty-K* laiimtt 

^f>-     !IOI£llEI!!(CIi3H'   . 

Jr//.       Ul-37:s 75M->00 . 

jlL-n.l .MoU In*. ^^j 1' ""J"^ 
• — • -   -—  •   -.   — V    f^^ 
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RICHARD G. KLEINDIENST 

THXnBSDAY, MABCH 2, 1973 

U.S. SENATE, 
CoMaiTTEE ON THE JCDlCLiVBT, 

Washington, B.C. 
The committee met, pursuant to notice, at 10:40 a.m., iaroom 2228, 

New Senate Office Building, Senator James O. Eastland, chairman, 
presiding. 

Present: Senators Eastland, Ervin, Hart, Kennedy, Bavh, Burdick, 
Tunney, Ilruska, Fong, Scott, Thurmond, Cook, Ivfathias, and 
Gurney. 

Also present: Francis C Rosenberger, Peter M. Stockett, Tom 
Hai't, Hite'McLean, Thomas B. Collins, sjid Robert B. Young, of the 
committee staff, and various assistants to Senators. 

The CHA1RM.4.N. The committee will be in order. 
Mr. Kleindlenst, hold up your hand. 
Do you solenuily sweai- to tell the truth, the whole truth, and nothing 

but the truth, so help you God? 
Mr. lAiEINDIENST. I do. 
Mr. MCLAREN. I do. 

TESTIMONY 0? EICHASD G. KIEINDIEIIST, ACTING ATTORNEY 
GENERAL, ACCOMTANIED BY RICHARD W. McLAREN, FORMER 
ASSISTANT ATTORNEY GENERAL, AITTITRUST DIVISION; FETTX 
G. ROHATYN, DIRECTOR, INTERNATIONAL TELEPHONE & TELE- 
GRAPH CORP.; AND WALKER B. COMEGYS, ANTITRUST DIVISION, 
DEPARTMENT OP JUSTICE 

The CHAIRMAN. This hearing was called at the request of Mr. 
Kleindienst. 

Now, the way the Chair thinks the proper procedure would be is to 
hear ^Ir. Kleindienst, Mr. McLaren, and the other gentlemen, and 
then throw the matter open for questions by whoever on the committee 
wants to ask them. 

Now, Mr. Kleindienst, you may proceed. 
Mr. KLEINDIENST. Thank you, Mr. Chairman, and members of the 

committee. _    «^ 
First I want to express my personal appreciation to the committee 

for providing me this opportunity at the earliest possible moment to 
provide the committee the information that I have with respect to 
some of the charges that have been made in the public press in the last 
several days. -^ 

<05) 
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The reason why I asked for this hearing, Mr. Chairman, niid mein-   j 
bers of tlio coiauiitt<?c, is because charges linve been made that I   I 
influenced the Kcttlement of  Government antitrust litigation  for 

' partisan political reasons. These are serious clian2;es, and by Aartuc of 
the fact that the confirmation of my nomination as the Attorney 
General of the. United States is before the U.S. Senate, I would not 
want that confirmation to take place \nth a cloud over m}' head, so to 
speak, nor would I want the U.S. Senate to act upon my nomination 
if there was any substantial doubt in the minds of any of the Membcre 
of the U.S. Senate to the effect that while I performed my official 
duties on behalf of the U.S. Government in the past 3 years as the 
Deputy Attorney General, that I engaged in any improper conduct or   j 
iu any conduct that would go to or be relevant to the consideration of J 
ray confirmation by the U.S. Senate. ---^ 

I am here this morning with respect to the matters invohnng the 
ITT Co. and its antitrust matters before the Department of Justice to 
tell you what I did. And I hare here with me this morning Judge Mc- 
Laren, the Federal District Judge of the Northern Disti-ict of Illinois, 
end Mr. Fehx Rohatyn, a member of the board of directors of ITT, 
being the two persons with whom I had any dealings in connection 
with these matters to also have them tdl yoii what they did. Ajad to 
the extent that it involves me, to have them tell you what I did. 

I was involved in any way with respect to these antitrust matters by- 
virtue of the fact that the Attorney General, in 1969, disqualified him- 
self from the cousideratJon of any matters involving the l.T. & T. 
Corp. The reason why he disqualified liimself is thai his former law 
firm has performed legal services, I believe, for subsidiaries of l.T. & T. 
and, therefore, felt from the standpoint of proper conduct that he 
should not become involved in any matter or consideration or decision 
that would involve these companies. 

In 1969, at the recommendation of then Assistant Attorney General 
McLaren in the Antitrust Division I signed as the Attorney General 
in these cases, and as required by law, the complaints or authorized the 
filing of complaints against the acquisition or proposed acquisition by 
l.T. & T. in connection with three corporations, the Canteen Corp., 
the Grinnell Corp., and the Hartford Corp. Those complaints and the 
nature of those actions will be discussed m more detail, I beUeve, by 
Judge McLaren this morning. 

But, in any event, all three of those complaints, seeking on behalf 
of the Government to prevent their acquisition by l.T. & T. were 
filed in the year 1969 by the Department of Justice. 

I really had very little to do or relationship -with or knowledge about 
tlie ordinary process of those cases in the year 1969. Indeed, I nave no 
recollection of ha\Tng any meetings other than routine, or of a very 
nominal nature in that year ^nth respect to any one of those cases. 

Approximately April" 20, 1969, I received a call from Mr. Felix 
Rohatyn, who is sitting here to my left, in which he identified himself 
to me as a member of the board of "directors of l.T. & T., and he stated 
that he was not a lawyer and that he would like to come to my office 
to discuss some of the economic consequences of the policv'of the 
Department of Justice to require by l.T. & T. a divestiture of the 
Hartford Insurance Co. As a result of our disciission on the telei)hone 
Mr. Rohatyn came to my office on April 20, 1969. He again opened 
up the conversation, and incidentally, only Mr. Rohatyn and 1 were 
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THE WHITE HOUSE 
WASHINGTON 

MEMORANDUM FOR: 

FROM: 

March 13, 1972 

JOHN DEAN 

CHARLES COLSONt • '•.. 

One of our great problems in the ITT fiasco has been 
our inability to present directly and succinctly sonne 
obvious strong facts on our side. ' The attached is an 
attempt to summarize the three key points that need 
to be made over and over and over.    I thought this 
might be useful to you. 
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There has been so much innuendo,   so much politifttl rheto:'c and 

so many smear charges   in connection with the ITT case that I don't 

wonder that people may be confused about it.    A few facts need to be 

put in perspective: 

1, In two weeks of hearings before the Senate Judiciary Committee 

there has not been one scintilla of evidence of any wrong doing, 

vXiot one scintilla of evidence that there was any connection between 

the anti-trust decree in the ITT case and ITT's offer to a civic 

committee in San Diego to help San Diego make a bid to obtain the 

Republican National Convention. 

2. The press continually reports 'ITT's contributions to the GOP". 

The simple .fact is that Sheraton Hotels,  a subsidiary of ITT, made 

a pledge to the civic interests In San Diego to help guarantee the 

financing necessary for the city to obtain the convention in £      Diego. 

Whether San Diego got the convention or Chicago or Miami,   .ould be 

of little financial concern to the Republican National Coznmittee and 

the financing of this year's political campaign.    In short.  It was not 

the Republican Party to whom any pledge of financial assistance was 

offered. 
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3.     Perhaps most importantly,  the government did not,  as has been 

charged,   "drop" the ITT case.    It forced upon ITT a tough,  hard 

settlement requiring ITT to divest itself of 6 major corporations and 

to agree not to engage in any further acquisitions for 10 years without 

Department of Justice approval.    It is perhaps fair to note that this 

decree,  one of the toughest anti-trust decisions in history and the 

largest, was achieved by this Administration even though the prior 

Administration had decided not to pursue anti-trust litigation against 

this same corporation..   It is important also to note that this Admini- 

stration has a record second to none in vigorous anti-trust enforce- 

ment.    Most lawyers and,   indeed,  most businessmen,  to their own 

displeasure,  agree that v/e have been the inost vigorous enforcers 

of the anti-trust laws in this country.    Finally,  the Solicitor General 

of the United States and former Dean of the Harvard Law School, 

Erwih Griswold,  appointed incidentally to this position by our predece 

sor Democratic Administration,  testified under oath last week not , 

only that this was a very tough settlement imposed on ITT,  but that 

had the government not obtained this settlement it probably couldn't 

have sustained the burden of its case in the Supreme Court.    Dean 

Griswold was one of the primary officials whose judgment was con- 

sidered in reaching the ITT settlement. 

What the American public has been subjected to in the past two weeks has 

en a campaign of smear and innuendo by one of the most disreputable 
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columnists in America;   Jack Anderson has tried to slander decent 

government officials all the way from Dean Criswold to P^ ••?ident Nixc^ 

with half truths and fourth-removed hearsay evidence.    The simple 

facts don't support his charges;   indeed,  the facts are quite to the-contrary, 

although they have been largely overlooked in all of the political harangue 

that has been so widely reported. 
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lOeliidieiist Faces 
TT' 

n.v Sanford J. Untiar 

Pifhard C. Kicindionsl. 
President NiAon's etr.bali'.ort 
r.omiiU'f? for Aitnrr.ey (icr.- 
crnl. i? lo icUirn lO' Capitol 
Ifill for Iht* SPvcnlh lime 

• tfiHny !(i fncp i|i;csli"nir::; hy 
the Sonato Juiiiciary Corair.ii- 
lee. 

•|"hp roiTMniitrc. sh.irply di- 
vifled on -.vhciher \n send 
Klnii-.dipnst's nomination to 
the Senalp fl;ior, voted 9-to-3 
ypstcrdav lo c>;!cnd the cor.iii-- 
ruAttion hpniiti^s /or ono more 
day to IT^ip.v p.rw inconsisten- 
cies ill the ipcord. j 

Beatir.2 down UomocTalicj 
rfuvii to cnjl rrVhor \viinpssc«.| 
hriv%c\pr. ihp I'lvnraif.pe irsi-. 
pi>spd upun IIself a 5 p.m.- 

, deadlin*" for a linal voti' on! 
whpliior lo rprotunrfnd ll-,al' 
Klpindicnsl  he confirmed for; 

llie     Cnhinfit     post    vacalPd 
jMarch 1 by John N. MiUhpil. 
j     Sens.  Kduaid  .M.  Kennedy 
I (D-Mass.l and .Inhn V. Tuniicy 
; (D-Calif.i imniprtiatPly Ihreat- 
died a proiiociPd floor fi^hi 
to dci'oal Kliinrlipnsl or pie- 
vtnl a voic altom-ihiT unless 
lurlhcr hcaiinus are convened. 

Senate ncrooiialic Whip 
Robert C. Byrd of West \ir- 

KU-.INDIKN.ST. Ironi M 
nes.'p; at the Kleii-.'JiiMist hear- 
in^^ h.ivc CDRirr.iiPfl perjury.   ' 

If the .ludiciary Committee 
c.idoisc.> Tun.ney's demand — 
as he prcdicl."'d it would — 
that could ihrow another 
sturnbl'n2 Mock in the p2ih of 
Kleindienst's approval by the 
Sv'!nate. ^oa. 

The   qiicstionins   of   Klein- 
tlienst today, limited lo a m?..'>;- 
i.Tium of 6'; hours by the com- 
niitlee's 5 p m. deartlina for a; 
report to the floor, is expected ; 
to  fr>i-i;.< on the disclosure by' 
Whi'.e   House   aide   I'eter  M.! 
I'l.in;;•.;. \:\ a l-.'i'.'.T Movdriv in' 
which he said ho had several 
(onverfations     with      Klein-', 
dienst last year about a settle-; 
ment of antitrust cases asainst' 
Ihe •In'.ernaiional   Telephone 
and Telegraph Corp- , 

Klani.can. wi;o pave limitt'd' 
IrsUir.ony before the commit- 
tee la.sl week, said in the let- 
ter that he ;i3i.>pd alone lTT"s 
complaints about a proposed 
setUement to the then deputy 
allorney ucneral and also in- 
lorm.ed him when an outside 
ronsiilianl hnd compieu-d hi.s : 
financial analysis of ITrs ar-| 
C'lments. 

Rinia. who 1?= actina a.s major-/—|^jpi„,,j^„j( it-sUfvin-^ la>l 
Ity leader while Sen. Mike I ,„onih. said he did not recall 
Mansfield (O-Moni) is !" | fiiseu.-'sin^ Ihe ITT matter -nl 
China, acknowledged that Sen-! ,i,p white Hoiife, but suC- 
ate consideration of l^l'-*'"-j cr-^ted theie mi-hl have been 
dienM could lake "several 
weeks." 

At lh«* .<ame lime. Tiinney 
rii-mandcd ihat the Ju.^tice Do- 
partmenl launch an invesii;;.'!- 
tion ot wheiher any of the wii- 

in "la.'iual   reference"   lo   it 
ntIMLT conver.-alions ihcrc. 

^)n .March 8. however, the. 
nominee specifically said be- 
fore the committee that 'I had . 
no conversation with My. Flan-* 

So* KLIvl.sniK.VST. A'. CoJ. I   isan" at the lime the outside j 
financial analysis of IT f wast 
submitted by Wall Street in-i 

vcsdnent   banker   Richard   J. 
Ramsdeii. 

Tlie    Judiciary   Coniniitlee 
has been minutely piobin;; the • 
course  of  adniiniblratioii  pol-{ 
icy in liie ]'1T antitrust cases., 
lu'onu.-e of an alie'^od company 
iTieinora:;dum    publiihcd    by 
columnist .lack .\p.derson link- 
ing  the seHlcn'.enl to an ITT 
plcdiic  of at least 5200,000 to 
help brin? the Kepubiican Na- 
tional    Convention    lo   Saa 
fJicso this ye.ir. 

Democrats on the committee 
arc also e.vpeclcd- to lake the 
opportunil.v today lo quit 
Ktei;".dien*;t a'>iiu* w'f.y !ie re- 
tained Hairy n. S'cwjird a.s th.e 
U. S. allorney in San Diego 
dc.'ipile a finding by the Crimi- 
nal r^ivision that .Ste.vard had 
rnca-^cd in •hij^hly improper" 
conduct. \ 

Tunncy failed yrslerday in 
his effort lo persuade the com- 
mittee to cail further wit- 
nesses familiar with Steward's 
flecision to quash a crand jury 
suhpocna oC a prominent San 
Dicyo Rriuibiican durin? an 
invcsiigaiion ol ille.!;3l contri- 
butions lo President Ni.\oi\'s 
1963 campaign. 

.Sen. James O. Kaslland (D- 
Mi.ss.K chairman of the Judici- 
ary Coniirittee, predicted that 
Kleindier.-st would have nine 
or 10 votes ill his favor durinj 
today'.s final review ol his 
nomination. ; 

"l don't think there are any ' 
loose ends." liastland told re-- 
porters- "l don't think one day 
will brinq on; anythini; new." 

Tunney   agreed  with   Kasl- 
land's prcdiclion of the final 
vote in committee, but .-iridcd. 
that "1 think we have a very. 
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Eleiiidieiist ApproYecl, 11-4, 
As Panel Eiicis ITT Prob e 

imcnl received the votes of all.any t,r O-.L-14 days of iicarir. 
i Kcimblicaus   on   the  Sciia!.e! oa   liie   iior.;inaUon. wai the 

aj   well   as   foui;oii!y mt-muir oS liie co!n.~i:lei: 
jnol vot:n?. 

Em Sens. Robert C. Byrd o:' 

By Sanford J. Llir-'ar 
v,':i>ii;ii:lon ?o»; Sl»l.' Wr:i#r 

'ills   Seiute   J'.idiciai-j'   Com-.toniniiUee, 
n:Uuc- votfd U lo 4 lasi m-^V.x. Dcmocrais. 
lo   rcaii'irni its recoiiinK-nua-i    Only Sf:is. Eil«aid M. Kcn-i 
lion  Oi  f.vo  montlis ajo liiat 
IJIclia'd G. KJeir.dit-nbt Ijc con- 

firr.-.cd as Allorney General. 
Uul   ilio   enciorsement   I'cll 

sliorl   of   tiic   uiianinious a|)- 
pruvat   si^*"   Klcir.dioiiit   by favorably 
tic coinniiuce on Feb. 24. jdicnst's 

.\  v.i-ck after, thai original .floor. 

VVr..! Virjjir.la.    the   Sciiatv 

Klein heart     when      Kleir.dic.isi's 
name to the Senate!'>a:"e "'"" i';"^«f'>"'^ »"='"'' 

the   confirniraion  hear-j    Sen. John L. McClellaii (D 

jScnale. 
I    A final vote on the Klcit:- 

iics on the Klcindiensi nonii-1 
nation  woic reoper.ed. .i; Iii.*' 
own rcciucsl. when allcuiaiions 
were   r.ilsed thnt he v.as in- 
volved   in   the   sclllenicnt of. 
three   andtrust cases a;:ain:>t. 
the   Inlcrnaiional   Tclev^lione 
and   Tclesrayh   Corp.   in ex- 

I    fliango for ITT'.s pled-e of at 
I    leas'. S:;OU.000 lo help brin;: the; 
I   Itcpublican   National   Conven-. 
I   tion lo S.m Die^jo this year. 
^» The    ITT  controversy   artl 

other   issues   raised  against 
Kleindicnsl durin-.' the hear-- 
ln;;s   loiild still threaten his' 
confirmiiiion by the full Sen- 
ate. Democrats pledued yester- 
day lo wa^'e a protraeli'd floor 

Jigiit ai;ainsi Kloindicnsi. 
f     Jn a filial day of leslimnn.v. 
I before the Judiciaiy Con'.niit-] 
I tee yc.>terrt.iy. Kieiiidii-Mst said- 

he wa.s unable to recall Ihc dc-! 
tails  of .'icvc.-l  i-anliicii  with 

f White   Ko.i.<e   aide   I'ctor   M., 
I Flani;.ni  Ia.<l year roncernins 
Ithc ITT antitnist cases. 
^  He ir.isied. however, ihai he 

had tni!(ic an "honot. sincere 
and   cunscicnllou.s   effort"   to 
clear u;) inconsistencies in Ihc 
hearin-j •.i-i-ord. 

I'rcNi<!ent Nixon's nnminec 
to siicci-cil .John .\. .Milchrll as 
head   of  the Justice Dcpart- 

Ar'.;.),  who has not attended'Sec KLIilNDIEXST, AS. Col. 

KLEINDIENST, From Al | 

dicnst nomination ts still 
weeks away and. if Kennedy, 
Tunney and other opponents 
'have their way, may never 
come up at ail. 

Judiciary Committee Chair- • 
man  James  O.   Eastland ID- 
-Miss.) said all commiuee mem- • 
bers would have until May S to 
submit      their      "imlividual 
views" on the nomination. 

Exactly when the Ktein- 
dicnsi nomination comes up 
on the door will be decided by 
Senate Jlajority Leader Slik* 
Mansfield (.Mont.) on his re- 
turn from a visit lo China 
vith his Republican counter- 
part, Hus'a Scoti of Pennsylva- 
nia. 

B.vrd      has      already     an- 
nounced, however. Ujat if any 

• senator   places   a   "hold"   on 
consideration cf Kleinriicnst it 
tvill be respected for a week to 

.  10 days. 
Eastland, a firm fupporttr 

of Kleindiensl. told rcpiirler.* 
last night thai debate on the 
Cabinet nominee can be es- 
pcctcd to last "several wcc'its." 
but that he was confident 
enough voles would be found 
to cut off any filibuster by 

.  Klcindienst opaonents. 
Dcfendins against charircs 

that he had deserted his Dem- 
ocratic colleaiiuo* on the 
Klcindienst noniinaliun. liasl- 
UnJ said, "I'm for a cooj. 
man. I'm not a party hack. 
Richt ccnios .ibovo parly." 

X 
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111 nead 
(j^eueeu irsisl^ 
He Didn't Ilnow 
About Meroio 

By Sanford J. Unsar    " • • 
J\->.".|nt;.-r P-.t Stall Wrt:«r 

Harold S. Geascn, presi- 
dent of the multibUlion- 
dcUar International Tele- 
phone and Tclegrapl) Corp., 
testified yesterday that 
there was "absolutely no 
connectioa" betwcsn the 
settlement of three govern- 
inent antitrust CT?I35 against 
ITT and its contiibuiion to 
help bring the Republican 
National Convention to San 
Diego this year. . 

In a late afternoon appear- 
ance botorc the f^nate Judi- 
ciajy Coni!ritteej<rchc- execu- 
tive ssid "I • knovr~Kn',hing" 
about a published mcni>r;ii; 
dum by. ITT chief lobbyist 
Dili• J). Beard yihUh llnied 
the two matters. . ;,• 
' Gercen concedetl,. hov/ever, 
that afier Mi"s. BennVs merao- 
raiidunv V7ca publisliwl by sy'n- 
|dicatcd coIuT.ni'a Jaeii .'^nder-- 
son, .".«orne kind.cf documents- 
were s^ireddcd", .•'.I t.'ti- Washrt 
ingtonjifiJoe p! liT by.corpo- 
rate oiCiuiaJs froni Kew York. - 

• He yM he had ordersd an' 
internal. Investigat.'on of the: 
shredding incident and would 
rep'V.-; bach tc the committee^ 
about Ivrierharstcdsy.  ; -.''H 

•'This viiiittTObablyj.ocrtf-rJI 
reaction to the'feeling-that 
our files were open to the pab-l 
lie than any attempt to prft-^ 
vent B review" oi them, Ge^' 
neen said.-       • , -j 

.Ina.20-P?.2e BK?are4:state? 
rtent'. tbat-teii rc.^,. Get»>eiL 
also insisted that: ITT's cotn- 
milmcnt to support the GOP 
convention was $200.000— 
rather than the $400,000 that 
lias been reported and was- 
confirmed by the Pepublican 
National Ciuiirman, Sen. Bob 
Dole (R-Kan.) last weelc : 
; ITl"s •'Sheraton subsidiary 
made the finaccial commit- 
ment, Gescen said, to promote 
a new luxury hotel being buiit 
in San Diego, on the condition' 
that it be President Nbton'a 
headquarters during the con- 
ventioic-     ^^ -<; ;»;<- -v   , - • -. 
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on'Wiliiessy 
may try to block Kleindiens 
^'^' ill I Y Charles E.Clafiev   •    H/,-, 

lj>pl^[ Globe Washington .Eureau' _ 

WASmNGTON — .The Senate 
Judicioi-y Comrriittc.'' je::-i:'.day voted 
against orderint; 'VViiiio .House aide 
Peter LI Flanigpii and other Ad- 
ministraUcn-, ofr'cials- to.' testify in 
the nonur.ation beari]it;r, of Attorney 
GenGral-dnrJsn;;te Hich-rfrd G. "Klein- 
dienst.     ••' -.''•. •'• ,      -  ;       . • v-,;;. • 

But aiter the committee, vote Son. 
Sam J,.Krvin Jr. (D-N.C) rejffinr.- 
,ed his in'.ctitioa to tr^'. to block tJi© 
Kleiiidimst non^.lnatioii urkjs Flari- . 
gan appear? to desciibe his role in 
the Jtiiiticfl JX'parimejil'i'.out-of-court 
settler.jer.t of an antitrust suit against 
Intei-na;;cr>..'.l Tck-jiho.-.c and Tele- 
graph coi-ij: {irr)../:   .... •• • . ,;^. 

• Krvin, ci former North Carolina 
Supreme Coun judge and an expurt 
on cor.stit'.i.tional law, said *;be White 
Kous2 clo.\ci — that executive privi- - 
lege XiTibriices conimurication be- 
tween' aides-ant'-..ofcc pic .outside the : 
Administrrticn r • ?? sbsuxd.,:^   ; '•,!••-..-• 

•   Executive   privilege," the-Nixon 
Admii:istJ:2tion' • • cc-ixieada,   ' forbids' . 
Congress- from, compelling' executive 
branch cfXicials to testily.. .•-,._     • .• 

r''^: -.-^•ivjei.. 

•rrVl-^-'iji.^-^:^^ 

..r*;. .^:,;fc.;. 
.•:;^» »?;'.• • ;.    • - ' » 

,A!^vV>,; :. 
i<'?--^-t- '•'...   .:.:>. 

•:->';r4-;rt.- 
v-.ivl 

4:'•:•"•• 

•,.•/• '.     •    •    • -•- fi 

V , •••'.- ^ <,(:•• >J«rf^ 

--. .-,   -»-i'J?>, 
'' '•:'*(TT» 

* • - .i:-^^' •^f^i:??^^ S'^.-xa. 
•>;~-?--\r. 

, i;».,. .'K.dAftar<mMA' 
>*!« 

SEl^. SAM ERVIN""-l--: .-••-• • • 
. ,;f ^White House claim:absurd" 
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1 .'*' 
.i.->l-i pi  A   \ '•: "1 uiilUiGlia 

;1 w 1 

rrlTT 
.or.linued from Pnpe 1 

' Iji. ad=ir.'.an'»i" opposed 
•1 »:\her the cop.-.:r.iitee or 
/.c- Senate tjkir.s any ac- 
.,- whaisoever until these 

••ics   appts-   '.etore   the 
•.;-.ir.itie€,'' E"v'.n -aid. 
K.-vin ackno-vleCst-d the 

\ .• •:ii\\y for c;;ici;tive 
>;vi;i?se   ir.vc'.viti!?   com- 

•.•r;;c3l:on bef^o'-n White 
u.-e aides and the Picsi- 
.".. or bctvvcoa AcUninis- 

i-.'i*. offifiaU -Tiaking 
^>.ic•>•. 

But he said there is "no 
uitiJication" for the claim 
• it exec"-'t!V(?' privilege 

•E.-i/ned to protect the 
';.i!C«nt has any bearing 
•n other cmptuyces and 
>.ad persons "dealing 

•v.'.ii matters of pjblic rec- 
cd    such    as     antitrust 
•3£C. 

Tv i House press see- 
c Ron!i!d L. Zicgler 
i:is repeated ii;s statement 
l-.jt he '"doesn't contem-- 
'.a'.e Mr. Fiani.'.an le-stify- 
r.^," and extended it to in- 
•!jde another aide com- 
uittee members want to 
.uestion, Williata Tim- 
iions. 

Sen. Robert C. Byrd of 
.Vest    Viigniia,    assistant 

Domccratic leader, said he 
also misht vole against the 
nomination if Flunigan in- 
vokes e:cecutive privilege. 

Asked if he would be 
.sati.si'ied if P'lanigan sub- 
mitted a statement rather 
than appear in person, 
Byrd answered that it 
"would depend on the 
statement." 

Byrd, although a mem- 
ber of the comnittec, has 
not been presEr.'. a'. >in;' nf 
the 15 days of heHrm;s. Ke 
has attended the com.'r.it- 
tee's executive sessic.-is. 

In its executive sofsion 
yesterday, the committee 
rcjecied three motions, by 
a tie vote of 6-6, to sub- 
poena Flanigan and other 
White House- aides.. Tht 
line-up was strictly ac- 
cording to party lines, with 
the chairman, James O. 
Easliand of Mississippi, ab- 
staining. 

The committee rejected 
a final motion to inrite 
Flanigan to appear at a 
closed session by a vote of 
9-4, with Sens. Byrd, East- 
land, Marlow Cook (R- 
Ky. )and John V. Tuhncy 
(D-Calif.), lavorinft the 
idea. 

••'• '^l* 

RicH.\RD l•a.i:l^•DIl-^"ST 
. . . I'.eu.;.:,; continuas 

. Son.. Tunney said the 
rominrtte-e's votes will 
jeovardize Kleir.disnsfs 
chances tor Senate coniir- 
..;al:on. •Theie is no -A-ay 
wo can get the trutii until 
Flanigon testifies," Tunney 
said. • 

Sen. Edward M. Ksn- 
ncdy said re ertpects the 
matter of Jlanigar.'s terti- 
mor.y to coma up in the 
committee again before the 
agreed-L-pon April 20 cut- 
of the hearings. '   . 

In other- developments 
yesterday, the committee 

• voted to have two Denver 
. physicians, Joseph Sn.vder 

and Ray Prior, examine 
ITT lobbyist Kta Beard, to 
detenr.jre if she \s physi- 
cally able to travel here 
and testify: She earlier was 
questioned by a subcom- 
mittee at a Disivc-r hospi- 
tal.. 

The comniittee also re- 
leased a letter to ChaiJ-man 
Eastland from John W. 
Dean, counsel W President 
Nixon,   advising members 

sfJ^'KA.iijii^r-i:':••/•-• 

PETER FLANIGAN 
. . . T.n subpoena 

:•»• 

CC-SD 

TEEN TCU.'? 
June25-Aug. ;3 

Vi.it   10   CW.V!t!.   %„   Lon.     '-i 
ion. Am.l»r<om. B.-uii»i>     .1 
Vi.r--    V     c- iJ 

tijal Fianigan's in\-otve- 
ment in the ITT case was 
"as stated by Judge (Hich- 
aid V.'.) Mcljiren in iiis 
s-ors. iSiiimo.iy." 

McLaren, former craef 
of the- Justice Depart- 
ment's antiirusr division, 
testified that he used Fla- 
nigan as a conduit in ac- 
cuirin? the services of a 
New V.')rk investment ar.a« 
lyit, Richard J. fiamsdec 

P.anisdcn evaluated a 
presentation by ITT wiuch 
said that if the conglomer- 
ate were forced to divest 
itself-of three companies it 
had absorbed in a merger, 
the economic consequences 
would be devastating. 
Ramsden's evaluation, sup- 
ported the ITT claim, and 
weighed in McLaren's de- 
cision to settle out of court  ' 

Former ?'ew York Fed- 
eral Judge Lawrence E. 
7/aish, whose law firm 
represents ITT, testified 
yesterday afternoon con- 
cerning hi5~ dealings with 
Kleindienst in the case. 

Walsh said he sent 
Kleindienst a memoran- 
dum in support of a review 
of the Administration's 
policy toward diversifica- 
tion by merger, in the hope 
it might rela.r its tough at- 
^itude toward merger. 

He   descnbed   his  rela- 
tionship-with the Attorney 
General - designate   as 
'•frie.".dly, and one of mu- J 
tuai respect." 
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14. The President left for an official visit to thtt People's Ropubltc 

of Chiixa on February 17,   1972; he returned on February 28,   1972.   H« 

spent the weekend following his return at Key Biscayne, Florida.    On 

May 20,  1972, the President went to Moscow,  returning on Jun« 1, 

.1972. 

Peg* 
14a        \yeekly Compilation of PresidentiKl Documentt. 

Volume 8, Number 8,  443-44; Volume 8, 
Number 9.  482. •      204 

14b        Weekly Compilation of Presidential Documents, 
^ Volume 8. Number 23,  912,  975      207 
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WEEXIY  COMrtUTION Of PlltMOINTIAl OOCUMtNTt, FtlKUAIT ]|,  1972 

Inspection of Tax Returns 

Executive Order 11650.   February 16, 1972 

INSPECTION BY CERTAIN CLASSES or PERSONS AND 

STATE AND FEDER.\L GOVERNMENT ESTABLISHMENTS 

OF RETURNS MADE IN RESPECT OF CERTAIN TAXES 

IMPOSED BY THE INTERNAL REVENUE CODE OF 1954 

By virtue of the authority vested in me by section 6103 
(a) of the Internal Revenue Code of 1954, as amended 
(26 U.S.C. 6103(a)), it is hereby ordered that returns 
made in respect of the taxes imposed by chapters 1, 2, 3, 
5, 6, 11, 12, and 32, subchaptere B and C of chapter 33, 
subchapter B of chapter 37, and chapter 41 of such Code 
shall be open to inspection by certain classes of persons and 
State and Federal Government establishments in accord- 
ance and upon compliance with the rules and regulations 
prescribed by the Secretary of the Treasury in Treasury 
deci^on 6543, relating to inspection and use of returns by 
such classes of persons and Sute and Federal Government 
estaljlishments, approved by the President on January 17, 
1961, the amendments thereto approved by the President 
on April 4, 1963, and March 18, 1965, and the amend- 
ment thereto approved by me this date. 

RICHARD NIXON 

The White House 
February 16, 1972 

[Filed   with   tlw   Office   o{   the   Federal   Register,   2:S8   p.m., 
Februarr 16, 1972] 

Red Cross Month, March 1972 

froclamatum 4110.   Febnuny 16, 1972 

By the Pretidenl of the  United Staler of America 
a Proclamation 

Bom in war and raised in adversity, the American Red 
Cross has evolved many traditions in its universal quest 

to case human suffering, but none have served it so durab} v 
as its tradition of flexibility. 

Since well before the turn of the 20th century, through 
times that tested the very soul of our humanitarian ir.- 
stincts, the Red CIXKS has proven equal to the challer.5« 
of each era with unfailing resourcefulness, zeal and com- 
passion. Red Cross programs and services we have lor.r 
taken for granted—from disaster relief and blood banks 
to nurse traiiung and aid to militar>' personnel—grew OUT 

of its pioneering approach in meeting generations of un- 
precedented crises. 

This tradition has carried forward into the 1970s >vi-i: 
undiminished vigor, and the Red Cross emblem may be 
found on banners flying over iruier-city child care centers ; 
and drug abuse clinics. It is stamped on publications ar.i ' 
continuing education materials dealing with ecological 
concerns, race relations, the advancement of the arts, ar.d 
rural development. | 

And as a member of the global society, the Red Crcs 
continues to fulfill its international enterprise of mcro-. 
but again with a flexibility that makes its mission as xisa: 
and viable as at anytime in its history. 

Now, THEREFORE, I, RICHAIW NDCON, President of the 
United States of America and Honorary Chairman of the 
American National Red Cross, do hereby designate 
March, 1972, as Red Cross Month, a month when every 
citizen is asked to join, serve, and contribute in the sair.e 
example of unselfish spirit that has characterized the Red 
Cross since its founding. 

IN WrrNESs WHEREOF, I have hereunto set my har.d 
.this sixteenth day of February, in the year of our Lord 
nineteen huiidred seventy-two, and of the Independence 
of the United States of America the one huiidred 
ninety-sixth. 

RiCHAKD NIXON 

[Filed   with   the   Office  of   the   Federal   Register,   11:54 
Februmiy 17, 1972] 

THE PRESIDENT'S TRIP TO THE PEOPLE'S 
REPUBLIC OF CHINA 

1 
The Preiidenft Remarks at the Departure Ceremony on the South Lawn at 
the White House.    February 17, 1972 

Mr. Vice President, Mr. Speaker, Members of the Congress, and Mem- 
bers of the Cabinet: 

I want to express my very deep appreciation to all of you who have 
come here to send us off on this historic mission, and I particularly want 
to express appreciation to the bipartisan leadership of the House and 
Senate who are here. J 
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rrccnLi    \.i^irtrtLM*t\Jit  sjr  rK»lucr*ifHL  uuuumcma,   rcDikuMKi   ^i,    IT/A 

Their presence, and ihc messages ihal ha\'c poured in from all over 
the countiy to the Wliite House o\cr the past few days, wishing us well 
on this trip, I think, underline the statement th.at I made on July 15, 
last year, when I amiounced the visit. 

That statement was, as you will recall, that this would be a journey 
for peace. We, of course, are under no illusions that 20 years of hostility 
between the People's Republic of China and the United States of America 
are going to be swept away by one u eek of talks that wc will have there. 

But as Premier Chou En-lai said in a toast that he proposed to 
Dr. Kissinger and the members of die advance group in October, the 
American people arc a great people. The Chinese people are a great 
people. The fact that they are separated by a vast ocean and great 
differences in philosophy should not prevent them from finding common 
ground. 

As we look to the future, we must recognize that the Government 
of the People's Republic of China and the Government of the United 
States have had great differences. ^Ve \^ ill have differences in the future. 
But what we must do is to find a way to see that we can have differences 
without being enemies in war. If we can make progress toward that goal 
on this trip, the world will be a much safer world and the chance 
particularly for all of those young children over there to grow up in a 
world of peace will be infinitely greater. 

I would simply say in conclasion that if there is a postscript that I 
hope might be written with regard to this trip, it would be the words 
on the plaque which was left on the moon by our first astronauts when 
they landed there. "We came in peace for all mankind." 

Thank you and good by. 

NOTE: T)IC President spoke at 10:10 a.m. on the Soutli Lawn at the While House. 
Following his remarks, the President, the First Lady, and members of the oflicial party 
boarded the helicopter for the flight to Andrews Air Force Base. The ceremony wa» 
broadcast live on radio and telex-ision. 

The White House had announced earlier, at Key Biscayne, Fla., on February 12, 
that the official party would include the following: 
THE PRESIDENT 

MRS. NDCON 

SECRETARY OF STATE WILLIAM P. ROGERS 

HENRY A. KISSINGER, Assistant to the President for National Security Affairs 
H. R. HALDEMAN, Assistant to the President 
RONALD L. ZIKCLER, Press Secretary to the President 
BRIO. GEN. BRENT SCOWCROFT, Military Assistant to the President 
MARSHALL GREEN, Assistant Secretary of State for East Asian and Pacific Affairs 
DWIGHT L. CHAPIN, Deputy Assistant to tlie President 
JOHN A. SCALI, Special Consultant to the President 
PATRICK J. BUCHANAN, Special Assistant to the President 
ROSE MARY WOODS, Personal Secretary to the President 
ALFRED LE S. JENKINS, Director for Asian Communist Affairs, Bureau of East Asian 

and Pacific Afl'airs, Department of State 
JOHN HOLDRIDCE, Senior Staff Member, National Security Council 
WINSTON LORD, Special Assistant to Dr. Kissinger 
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WtEKlY COMPiUTION Of NESlCEKTIAl DOCUMENTS, FEHUARY 2C,   1972 

Our communique indicates, as it should, some areas of diiTcrencc. It 
also indicates some areas of apecnient. To mcnliou only ouc t!;at is par- 
ticularly appropriate here in Shajigliai, is the f-TCt that this gi cal city, over 
the past, has on many occasions been the victim of foreign :.ngrcssion and 
foreign occupation. And we join the Chinese people, we the American 
people, in our dedication to this principle: That never again shall for- 
eign domination, foreign occupation, be visited upon this city or any part 
of China or any independent countiy in this world. 

Mr. Prime Minister, our t\\o peoples tonight hold the future of the 
world in our hands. As wc think of that future, we are dedicated to the 
principle that we can build a new world, a world of peace, a world of jus- 
tice, a world of independence for all nations. 

If we succeed in working together where wc can find common 
ground, if wc can find common groimd on which wc can both stand, 
where we can build the bridge between us and build a new world, genera- 
tions in the years ahead will look back and thank us for this meeting that 
wc have held in this past week. Let the Chinese people aiid the great 
American people be worthy of the hopes and ideals of the world, for 
peace aiid justice and progress for all. 

In that spirit, I ask all of you to join in a toast to the health of Chair- 
man Mao, of Prime Minister Chou En-lai, and to all of our Chinese 
friends here tonight, and our American friends, and to that friendship 
between our two people to which Chairman Chang has referred so 
eloquently. 

NOTE: The Chainnan spoke at 8:25 p.m., local time, in the Shanghai Exhibition Hall. 
He spoke in Chinese and the President in English; their toasts were translated by an 
interpreter. 

As printed above, this item foUou-s the text of the White House press release. 

RETURN TO WASHINGTON 
Remarks of the President and the Vice President FoUounng the President's 
Arrival at Andrews Air Force Base.    February 28, 1972 

THE VICE PRESTOENT. Mr. President, Mrs. Nixon, distinguished guests, 
ladies and gentlemen: 

For more than a week wc have witnessed through the miracle of 
satellite television, the sights and sounds of a society that has been closed 
to Americans for over t\vo decades. We have been made aware of many 
new things in that society through this visit, Mr. President. We have 
witnessed much of what you have done with feelings of pride and 
pleasure and an immense curiosity that has certainly not been diminished 
by the amoimt of attention paid by the media to this visit 

I must confess that we have been surprised to some extent by your 
facility with chopsticks, Mr. President, and by the equal facility of the 
Chinese orchestra which rendered "America The Beautiful." 

But I will say that the week's undertakings were intensively covered— 
I think that is the understatement of this week, Mr. President—and we 
enjoyed every minute of it as we watched with pride and approval the 
way you and the members of your party and our gracious First Lady 
conducted yourselves. 
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n, 

IVeekly Compilation of 

> PRESIDENTIAL DOCUMENTS 
Week Ending Saturday, June 3.1972 

THE PRESIDENT'S TRIP TO AUSTRIA, THE SOVIET UNION, IRAN, 
AND POLAND 

Chronology of Events 

Saturday, May 20 

1 
[) 

The President and Mts. Nixon boarded the Spirit of 
'76 at Andrews Air Force Base for tlic flight to Salzburg, 
Austria. (For the President's remarks at the departure 
ceremony, see page 881 of the May 22 issue of the \Vcckly 
Compilation of Presidential Documents.) 

Arriving at Salzburg Airport at 10:30 p.m., they were 
-greeted by Chancellor Bruno Kreisky of the Federal Re- 

public of .Austria. 

SuTiday, May 21 

The President and ChanceUor Kreisky met for discus- 
sion at Sohloss Klesheini. 
^^ 'n>. Nixon entertained Mn. Kreisky at tea at Schloss 

.icim. 
The President and Mrs. Nixon were then guests of the 

Chancellor and Mrs. Kreisky at luncheon at the Kobcnzl 
Hotel (secpage914). 

Monday, May 22 

After departure ceremonies at Salzburg Airport, the 
President and Mre. Nixon flew to Moscow, where they 
were greeted at Vnukovo II Airport by President 
Podgomy, Premier Kosj'gin, Foreign Minister Gromyko, 
and Ambassador Dobrynin. 

In the afternoon, the Projident met for more than 2 
hours with General Secretary- Brezhnev. 

In the e\-ening, the President and Mrs. Nixon were 
guests of honor at a dinner hosted by the Presidium of the 
Supreme SoWet of the U.S.SR. and the Government of 
the U.S.S.R. in Granovit Hall in the Grand Kremlin 
Palacc(seepages915,916). 

Tuesday. May 23 

The President and members of the United States party 
met with So\iet officials in plenary session in Catherine 
Hall in the Grand Kremlin Palace. 

In ceremonies in St. Vladimir Hall, the President and 
President Podgomy signed an agreement on en\iron- 
i>»«<;tal protection (see page 917). Secretar>- Rogers and 
<^:i Health Minister Pctro\-sky then signed an agree- 
ment on medical science and public health (see page 919). 
«12 

The President and General Secretary Brezhnev met for 
2 hours of discussion before the ceremony and for 3 addi- 
tional hours later in the evening. 

During the day, Mrs. Nixon visited a secondary school, 
toured the Moscow Metro, and had tea with Mrs. 
Brezhnev, Mrs. Podgomy, and wives of other Soviet offi- 
cials in the Imperial Living Quarters in the Grand 
Kremlin Palace. 

Wednesday, May 24 

In the morning, the President went to the Aleksandrov 
Gardens to lay a wreath at the Tomb of the Unknown 
Soldier. He returned to the Grand Kremlin Palace for 
further discussions with Soviet leaders. 

In afternoon ceremonies, the President and Premier 
Kosygin signed the space cooperation agj^pement (see 
page 920) and Secretary Rogers and Committee Chair- 
man Kirillin signed the science and technology agreement 
(see page 921). 

The' President then went to Chairman Brezhnev's 
country residence for additional discussions. 

The First Lady wited the Moscow State University 
and the GUM department store. In the evening, she 
attended a performance at the New Circus. 

Thursday, May 25 

The President met for 2 hours with Soviet leaden and 
a maritime agreement on the prevention of incidents at 
sea was signed by Navy Secretary Warner and Admiral 
Goishkov (see page 922). 

Mrs. Nixon visited the Bokhoi School of Choreography 
and the All-Union Fashion House for a showing of men's 
and women's clothing by Soviet designers. 

In the evening, the President and the First Lady 
attended a performance of the "Swan Lake" ballet at the 
Bolshoi Theater. 

Friday, May 26 

After discussions on trade matters, a communique was 
issued on an agreement between Soviet leaders and Presi- 
dent Nixon to estabUsh a U.S.-U.S.S.R. Commercial 
Commission (sec page 924). 
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that end the two sides decided to create a Joint Polish-American Trade 
Comnussion. 

3. The two sides will encourage and support contacts and coopera- 
tion between economic organizations and enterprises of both countries. 

4. The two sides expressed their satisfaction with the expanding 
program of scientific and technical cooperation and appraised positively 
its mutually advantageous results. Last year's exchange of visits at the 
cabinet level, which gave attention to the development of scientific and 
technical cooperation, confirmed the desirability of continuing coopera- 
tion in this field. 

The two sides expressed their interest in the conclusion of an inter- 
governmental agreement on comprehensive cooperation in science, 
technology and culture. Appropriate institutional arrangements will be 
established to promote work in these fields. 

5. The two sides agreed that the increase of mutual economic and 
personal contacts, including tourism, justifies further development of 
transportation links between Poland and the United States by sea as well 
as by air. The two sides expect to sign in the near future an air transport 
agreement and to establish mutual and regular air connections. 

6. The two sides expressed their interest in commemorating the five 
hundredth aimiversary of the birth of Nicholas Copernicus and discussed 
ways of celebrating it. 

7. Both sides welcomed the signing of the Consular Convention by 
Secretary of State William P. Rogers and Minister of Foreign Affairs 
Stefan Olszowski and the conclusion of an agreement on the simultaneous 
establishment on December 1, 1972 of new Consulates—in New York 
and'Krakow, respectively. Both parties welcome these steps as concrete 
evidence of expanding relations between the two states. 

3. The two sides anphasized the positive influence exerted on their 
mutual relations by the traditions of history, sentiment and friendship 
between the Polish and American peoples. A prominent part is played 
in this respect by many United States citizens of Polish extraction who 
maintain an interest in the country of their ancestors. The two sides 
recognize that this interest and contacts resulting from it constitute a 
valuable contribution to the development of bilateral relations. 

Signed in Warsaw, June 1, 1972. 

REPORT TO THE CONGRESS 

Th* Prtsidtnt't Aidrtts to a Joint SeisUm of th* Congrest at the Conclusion oj 
His Trip to Austria, the Sotnet Union, Iran, and Poland.   June 1, 1972 

Mr. Speaker, Mr. President, Members of the Congress, our distin- 
guished guests, my fellow Americans: 

Your welcome in this great chamber tonight has a very special mean- 
ing to Mrs. Nixon and to me. We feel very fortunate to have traveled 
abroad so often representing the United States of America. But we both 
agree after each journey that the best part of any trip abroad is coming 
home to America again. 

During the past 13 days we have flown more than 16,000 miles and 
we visited four countries. Everywhere we went—to Austria, the Soviet 
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